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Which Indicators Do You Read? 


This spring, according to some of the key statistics, a 
business upswing has been getting under way. But the 
business atmosphere has stayed very cool, and a lot of good 
measures of business tone—like prices and inventory demand 
—have shown no signs of new vitality. For a cautious 
view of the meaning of the recent rise in some figures, see 
this month’s Business Highlights, starting on the next page. 


Preference for an Old Economic Law 


OPS price regulations appear to be providing a poor sub- 
stitute for the time-tested law of supply and demand. For 
some industries, ceiling prices are so far above market prices 
that controls are an academic issue. For other industry 
groups, ceilings are preventing prices from seeking their 
economic levels, and so are impeding the flow to market of 
greatly needed products. This is only part of the story, 
for the red tape involved in price control is proving so 
costly that most executives contributing to the Board’s 
survey question the desirability of controls even if they 
could be made to work. (Page 164.) 


A Science To Giving 


Does giving away money require as much know-how as 
earning the money in the first place? The article on page 170 
doesn’t provide a yes or no answer, but it does show that 
the practice of corporate giving requires a set of manage- 
ment controls designed as carefully as those for increasing a 
company’s income. The secretary of the contribution and 
membership committee of the Standard Oil Company (New 
Jersey) describes in this article how giving has been de- 
veloped into a science in his company. 


—At Least the Hardier of the Sexes 


Women have always been the hardier of the two sexes, 
and they seem to be getting hardier. Back at the turn of 
the century, their average life expectancy exceeded men’s by 
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three years. Today they can look forward to more than 
five and a half extra years. That doesn’t mean all the 
women we know will be pushing ninety one of these days. 
For it’s a matter of the “average future lifetime at a given 
age,” and just what that means and involves makes an illu- 
minating story (page 168.) . 


The Trend in Index Making 


To facilitate current comparisons, especially with the 
period before Korea, the Bureau of the Budget has recom- 
mended that governmental indexes should have the uniform 
base period 1947-1949. A number of the indexes are cur- 
rently in the process of extensive revision to incorporate new 
data and weights, as well. A summary of the extent of the 
revisions so far announced appears on page 188. 


Growth Pattern for Paper 


Young industries grow fast; older industries slow down. 
That seems to be the general rule as indicated in “Growth 
Patterns in Industry.” The paper industry is not exactly an 
exception, but it is extraordinary in the resistance it has 
shown to the slowing-down process. Through the half cen- 
tury or more covered by available statistics, the rate of 
growth has declined relatively little. In some of its branches 
there has been no decline at all (page 184). 


Time To Take Stock 


By and large, our country has for many years now been 
operating on a wartime and defense economy basis. This 
means, among other things, that full employment has been 
the prevailing rule. As a consequence, unemployment re- 
serves have been building up and up. So they seem big 
today. But, generally speaking, there are such things as 
cycles, and if the economy still moves in such ways, now, 
say many, is the time to find out whether the funds built 
up by the various states may be adequate to meet future 
needs. Some of the states have begun such an appraisal. 
A preliminary report is published in this issue (page 180). 


Industrial production . . . in the first 
quarter, the total index ran neck and neck 
with last year. But changes in the components 
show a broad drift away from consumer 
goods. (Sources: Federal Reserve; The Con- 
ference Board) 
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SPRING AFFECTS THE STATISTICS 


Seasonal influences accounted for much of the first-quarter improvement 
in business indicators 


tions over the past few months can choose from 

a disconcertingly wide selection. Prices have 
continued easy....Supplies (in metals, chemicals and 
other raw materials) have been overtaking demand. 
. . . Inventory policy has remained exceedingly cau- 
tious, according to purchasing agents. . . . Total in- 
come has declined slightly. . . . Employment has 
been no better than stable. . . . In some consumer 
industries, operating rates and prices are coming close 
to those prevailing before the war. 

But some of the early spring figures indicated 
marked improvement in production—in retail trade— 
in defense deliveries of hard goods. Put these together 
with an improving metals supply (bearish for prices, 
possibly bullish for production) and with the current 
wages prospect—and you come out with better busi- 
ness. 

There are impressive parts to this more favorable 
picture. Automobile production—the nation’s biggest 


Avent looking for the trend of business condi- 


industry—moved up sharply in February and March, 
as new models went into mass production. In early 
April, the industry was producing at close to a 5-mil- 
lion annual rate, and Detroit was rehiring workers let 
out during the fourth quarter, when the metals outlook 
was at its bleakest. 

The pace in this industry will have to be slowed in 
June unless CMP limits are revised, but the industry— 
publicly as well as in its private calculations—seems 
to expect little interference from here on out, either 
from DPA or from customer reluctance. (It has DPA’s 
assurance that permissible operating levels in the 
fourth quarter will not be below a 4.6-million annual 
rate, which would mean production of about 15% 
more cars than were sold in the domestic market in 
the fourth quarter of 1951.) And even if sales fall 
a little short of total output, dealers in many lines 
may be altogether willing to build up stocks, at least 
until July or August (see chart). 


The construction outlook has become highly opti- 
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*CONSUMER PLANS FOR 1952 


MAJOR HOUSEHOLD Goops. Consumer plans to pur- 
chase major household goods in 1952 appear to be 
somewhat less frequent than those expressed for 1951 
in the survey a year ago. The indicated volume of 
planned purchases appears to be within the produc- 
tion limit permitted by the supply of materials. While 
the preliminary survey data regarding specific goods 
should be interpreted with particular caution, the 
findings are that intentions to buy refrigerators, con- 
sole radios, and washing machines have fallen off 
somewhat more than planned purchases for the group 
of major household goods as a whole. Demand for 
television sets appears to be close to the 1951 level. .. . 
AUTOMOBILES. Somewhat fewer consumers planned to 
buy new cars in 1952 than expressed similar plans at 
the beginning of 1951. Plans to buy used cars were 
at least as numerous as a year ago. . 

Past experience with survey data suggests that, at 
prevailing price levels and credit terms, demand for 
new cars in 1952 will be no greater than the output 
that is possible under current and prospective mater- 
ial limitations. 

Houses. The number of consumers expressing fairly 
definite intentions to buy houses (new and existing) 
in the coming year was about the same as a year 
earlier. There was, however, some decline in the 
number of people tentatively considering such pur- 
chases. Buying plans suggest that the number of new 
houses that will be purchased in 1952 is about the 
same, or slightly less, than last year, provided that 
material, price, quality, and credit factors do not 
change significantly. 

e@ @ @ 

Approximately six in every ten consumers with 
opinions expressed the view that the current year is 
a bad time to make large purchases such as automo- 
biles or refrigerators. Less than three in ten consum- 
ers believed the present to be a good time to buy, 
while the remainder were undecided. . . . As compared 
with early 1951, the number viewing the present as 
a poor time to buy had increased, and the number 
considering it a good time had fallen. . . 


*Excerpts from ‘Consumer Plans for Spending and 
Saving,’ Federal Reserve Bulletin, April, 1952. 


mistic. Expenditures on new construction in March 
rose to a record peak for the month, with most of the 
gain in private residential building. The estimate of 
600,000 housing starts for 1952 that was revised to 
800,000 starts has now become a million starts—about 
equal to 1951. (For the first quarter, expenditures for 
new dwelling units were about 17% behind 1951, al- 
though the seasonal climb during the quarter was 
steeper this year than last.) Mortgage credit has be- 
come more rather than less available—money rates 
generally have been unaccountably easy, even during 
and after the heavy tax drain of March, and the 
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builders see no shortages of materials for miles around. 

Strength in automobiles and homebuilding would 
augur well for the general trend of all nondefense 
business. (The two together carried business through 
the 1949 inventory recession.) The expected resurgence 
of the housing market has especially encouraging im- 
plications for the consumer durable sector. 

Durable goods makers could also take some en- 
couragement from the outlook for Regulation W. 
Three easings of the regulation—affecting durables 
costing less than $100, home improvement and mod- 
ernization, and prewar used cars—are already on the 
books; and the case for a general relaxation of credit 
barriers has been improving steadily since the first of 
the year. 


CONSTRUCTION TO THE RESCUE? 


Assuming that construction demand is as strong as 
current estimates make it out to be, relaxation of ma- 
terials restrictions now, and reasonable availability of 
credit, may mean that investment in construction will 
be rising before investment in producer durables turns 
down significantly. Three months ago it seemed 
likely that restrictions on materials and credit would 
defer a recovery of construction until after the ex- 
pected decline in plant and equipment investment 
had begun. It now seems possible that even if no 
inventory demand develops the rate of gross private 
domestic investment will rise above the first-quarter 
rate, and that a relatively high level of investment- 
type demand will prevail throughout the year. 

Add to this that the saving rate has apparently de- 
clined in the first quarter. The Council of Economic 
Advisers has estimated first-quarter savings at $17.5 
billion (annual rate), about $3 billion below the fourth- 
quarter rate. In terms of percentage of disposable 
income, the estimated first-quarter rate is 7.7%, as 
compared with about 9% during the last half of 1951. 
And it is likely that this figure is a little on the high 
side: the council’s estimate was made too early to re- 
flect the February rise in expenditures for durable 
goods.! 


THAT INFLATIONARY GAP 


All these elements, taken together, can be inter- 
preted as indicating that nondefense business has 
begun a strongly rising trend that will be superim- 
posed, in the months ahead, on an equally strong ris- 
ing trend in defense and defense-related activity. They 
suggest, in fact, an intense increase in the demands 
on the nation’s output for the rest of 1952. 

The thesis that such a climb, affecting both defense 
and nondefense, is in the cards is still the working 
hypothesis of government. The report of the Joint 
Committee on the Economic Report, which appeared 
in March, still projects an inflationary gap in the 


1As an offset, its estimate of nondurables expenditures now appears 
to be a trifle high. 
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consumer sector for the fiscal year 1953 of about $5 
billion! Similarly, the latest extant projection of total 
employment and manpower requirements by the Bu- 
reau of Labor Statistics calls for a steady climb in em- 
ployment starting now and running through the fourth 
quarter of 1953, by which time the projected level of 
total demand will require civilian employment to 
rise about 3.3 million (5%) above the current level, 
even allowing for some expansion in hours worked. 


DEFENSE IN 1952 


For the realization of such a sharp advance in gen- 
eral business activity, defense and defense-related 
business can be counted on to provide increasing pro- 
duction and income through 1952, although it is be- 
coming relevant to inquire how long beyond the end 
of the year such upward impctus will be available.” 
Measured by deliveries, direct defense production is 
now about two thirds of the way to its scheduled 
peak rate. (Measured by work in process and mate- 
rials allotments, it is probably even nearer.) The re- 
maining climb of about $12 billion (annual rate) 
scheduled for the rest of 1952, is all in hard goods (see 
chart); soft goods, construction, and other expendi- 
tures have flattened out. (And the remaining climb of 
hard goods is mostly in aircraft; proposed inereases in 
expenditures for other categories from fiscal 1952 to 
1953 are small.) 

Similarly, while orders for defense production fa- 
cilitics—machine tools and plant—have already sub- 
sided, production and construction will remain high 
through the year. (For the first quarter, expenditures 

1Assuming a 7.5% saving rate. 


_ >The BLS employment projection puts almost all of the increase 
in defense employment in 1952, but foresees a large increase in 
nondefense employment in 1953. 
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on industrial construction were running about 50% 
above 1951; machinc-tool shipments were up by 
110%.) Plans to establish a machinc-tool reserve will 
probably fill up any gaps that may appear in makcrs’ 
order books late in the year. 


FIGURES NOT AT FACE VALUE 


Expansion of basic industrial capacity likewise 
seems destined to remain high throughout the rest of 
the year. By year end, however, the basic expansion 
program will have passed clearly into a phasc of 
building reserve capacity, particularly for petroleum, 
clectric power and freight cars, and very possibly for 
stecl, where further additions to facilitics will be re- 
storing a possibly healthy—but probably unused— 
rescrve margin. No particular significance can be 
attributed to this transition -yct. But later in the 
year the “reserve” character of defense-related expan- 
sion may become a significant psychological factor in 
the outlook. 

On balance, considerable strength remains in the 
defense effort for 1952. If defense were to be rein- 
foreed by a revival of civilian business, 1952 could 
well sce a sharp climb in the aggregate figures for pro- 
duction and income, and a new strengthening of 
prices. On the other hand, if civilian revival were to 
be deferred until late in the year or beyond, the 
flattening of income gencrated by defense activity, to- 
gether with the altcration of expectations once de- 
fense hits its peak, may make revival more difficult. 
The question posed by the improvement in some of the 
recent measures of activity is whether it signifies the 
beginning of nondecfense recovery. 

The encouraging figures are somewhat less encour- 


_ 1Recent signs of reluctance about further expansion ,in the steel 
industry may be an early shadow of this coming event. 
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aging when they are broken down. Revised figures 
for the industrial production index show a considerable 
gain from year end, on a seasonally adjusted basis. 
The index rose from 218 in December (1935-1939=100) 
to 220 in January and 222 in February. 

Part of the reason for the rise, however, lies in the 
usual seasonal pickup in civilian goods during the 
spring production season, which is only inadequately 
compensated for by the seasonal adjustments. (For 
example, textiles and products, which account for 
more than 11% of the total index, are included in the 
seasonally adjusted index without any adjustment.) 
The seasonally adjusted index of nondurables, which 
is heavily weighted by consumer industries, has shown 
a spurt from December to February in all the postwar 
years except 1949 (and in that year it held steady 
even though consumer production was declining for 
cyclical rather than seasonal reasons). Among dura- 
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bles, the sharp rise in automobile production between 
December and March is not subjected to any seasonal 
correction. Together with rising machinery output 
—largely for defense—automobiles accounted for 
most of the rise in the durables index. 

The net seasonal adjustment to the index is upward 
in the period December-April, and downward the rest 
of the year. 

Last October, actual—unadjusted—production was 
as high as it was in the peak early months of 
1952, while the seasonally adjusted index was four 
points lower. Actual output in March of this year was 
well below last October, but the seasonally adjusted 
index stands about four points (2%) higher. 

One would not be so inclined to question the im- 
portance of the rise in the production index in recent 
months if it were not for the fact that something very 
similar happened in 1951. 
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A seasonal rise in civilian goods, superimposed on 
a steady defense-induced rise in producer goods, re- 
sulted in a peak in total output in early spring.! 
Thereafter, the postseasonal decline in civilian goods 
output dragged the index down in spite of increasing 
defense activity. Seasonal recovery in early fall 
started it up again. And in the fourth quarter another 
collapse of civilian goods flattened it out in spite of 
rapid gains in defense durables. 

At least thus far in 1952 the same interlacing of 
defense gains and civilian seasonal cycles may be play- 
ing the same tricks with the trend of the index. And 
even the level of the index is about the same as a year 
ago—the more or less steady advance of durables out- 
put which has brought the durables index to more than 
4% above its level of the first quarter of 1951, has 
been offset by the downward drift of nondurables to 
a level more than 5% below last year, in spite of de- 
fense-induced gains in fuels and chemicals, which ac- 
count for about 18% of the nondurables index. (See 
chart.) 

The course of total output for 1952 is thus not neces- 
sarily set steadily upward on the evidence of the first- 
quarter climb. At least, it will require stability in 
the consumer-goods components of the index to make 
total output rise consistently. And it will take civilian 
improvement to make it rise rapidly.” 


IMPORTANCE OF RETAIL TRADE 


Stability—or advance—in the consumer industries 
still depends chiefly on retail trade. (Inventory de- 


1The seasonal] influence in production was largely hidden in the 
general boom of early 1951. 

2On the basis of revised production figures released too late to be 
incorporated above, a drop in consumer goods (together with the 
threatened steel strike) caused the total seasonally adjusted index 
to decline in March and April. 
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mand continues negligible.) Here, too, recent figures 
have looked big; and here, too, they still lack convic- 
tion. 

Between December and February, the Department 
of Commerce retail trade figures (seasonally adjusted) 
moved up rather sharply. Projection of this rising 
trend, combined with the upward projections of total 
consumer income that are standard equipment in all 
1952 forecasts, implies new exalted peaks for retail 
trade in the months ahead. 

But the rise in the retail figure is owing entirely to 
the seasonal adjustment, which swings widely from 
about a 16% deflation in December to a 15% upward 
correction in February (including correction for the 
extra trading day last February). The seasonal adjust- 
ment anticipates a normal decline of 27% between 
December and February; this year the decline was 
only 23%. 


EVIDENCE FROM OTHER SOURCES 


This is not to mistrust the meaning of the figure 
(or the validity of the seasonal adjustment), but only 
its implications for following months.! And one might 
not mistrust the implications if it were not that such 
sharp improvement in retail markets is not yet borne 
out by evidence from other sources. 

Department store sales are admittedly only a rough 
measure of the total retail market. The measure has 
been particularly rough this year, apparently because 
department stores have been reluctant to engage in 
price cutting. (Some manufacturers would add that 
department stores have lost business because they 
have been overzealous in curtailing inventory.) But 


_'Figures released too late to be incorporated above confirm this 
view. In March, when the seasonal adjustment is small, adjusted 
retail trade figures showed a sharp decline, and were back at the 
rate prevailing in the fourth quarter of 1951. 
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for what they are worth, year-to-year comparisons of 
department store sales, after adjustment for the shift- 
ing date of Easter, have been running far below 1951; 
even somewhat below 1950 and 1949. Cutthroat com- 
petition on virtually all durables is still common, and 
In some areas post-Easter sales actually arrived be- 
fore Easter. Certainly manufacturers of consumer 
goods—durables and nondurables alike—have not felt 
any substantial pickup (see chart, page 158.) Despite 
sharp curtailment in both durables and nondurables, 
and in the face of the bumper retail trade figures, re- 
tail inventories advanced more than seasonally in Feb- 
ruary. (Manufacturers’ inventories declined slightly.) 

At the same time that the retail trade figures were 
showing gains, prices on appliances, clothing and 
homefurnishings were subsiding at retail and whole- 
sale. Through March and early April, raw material 
prices were continuing down; purchasing agents re- 
ported a spreading of soft and uneasy price situations 
as supplies caught up with demand in more and more 
product lines. Demand for paper and paperboard, a 
broad indicator of general trade, was running far be- 
hind year-ago levels. 

The preliminary finding that the saving rate de- 
clined in the first quarter also has to be looked at 
closely. It may not yet indicate a new alignment of 
income and spending on the part of consumers gener- 
ally, and it does not yet make the case that consum- 
ers will be spending a larger proportion of a larger 
income in the months ahead. 


DECLINE IN SAVINGS RATE 


The decline in the saving rate results in part from 
the rise in seasonally adjusted automobile sales, and 
in part from a very sharp decline (7%) in the agri- 
cultural component of personal income, which pro- 
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duced the first quarter-to-quarter decline in disposable 
income since Korea. The farm-income figure, even 
after seasonal adjustment, moves erratically; it would 
be a calculating farmer who would attempt to adjust 
his spending rate to his seasonally adjusted income 
rate during an off-season. 

Wage and salary receipts in the first quarter ad- 
vanced by 1%, while the advance in total spending 
was probably a little less than 2%.1 There is thus 
little evidence that in this largest segment of the per- 
sonal sector there has been any very material change 
in the relationship of income to spending. It seems 
probable that most of the change in the aggregate 
relationship results from a large change in the farm 
sector. And in that sector it may merely indicate 
something that might have been suspected (see March 
Highlights); namely, that, since mid-1951, saving, 
rather than spending, has been most sensitive to a 
downward movement of income. 


CASTING THE BALANCE 

On balance, the best that can be said now is that 
production has responded to a seasonal pickup; im- 
proving automobile supply has permitted a larger- 
than-usual seasonal expansion in automobile sales; 
and the improved outlook for housing starts has 
opened the way for some improvement in construc- 
tion specialties and homefurnishings. It will take the 
second quarter to prove that any new and sustained 
force is at work in the nondefense sector, and that de- 
mand will be the equal of supply. 

Apert T. SomMERS 
Business Analyst 
Division of Business Economics 


1The preliminary estimate by the Council of Economie Advisers 
shows an advance of little more than 1% in personal consumption 
expenditures. 


London into the Suburbs 


. . the population of the County of London fell by 
384,000, or nearly 9%, between 1931 and 1939, and by 
665,000, or nearly 17%, between 1939 and 1951, a move- 
ment described as “a centrifugal tendency,” which has been 
a feature of population figures since the beginning of the 
century. The movement from central London since 1939 
has been considerably strengthened by the heavy war 
damage to property and by “the massive and alternating 
tides of evacuation and restoration which characterized the 
area during the war.” The population of the “outer ring,” 
which comprises substantially the whole of the remainder of 
the metropolitan police district, rose by 896,000 in the eight 
years between 1981 and 1939, but by only 283,000 in the 
next twelve years to 1951, the lowest percentage increase for 
sixty years. 

The ripples of the outward movement of London’s popu- 
lation would seem to be spreading beyond Greater London, 
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for, of the ten counties with the highest rate of increase of 
population since 1931, no less than nine are partly or wholly 
within or bordering on London’s “outer ring.” These 
counties—Hertfordshire, West Sussex, Buckinghamshire, 
Bedfordshire, Middlesex, Surrey, Oxfordshire, Berkshire and 
Kent—all show a rate of population increase about three 
times the national average for the period 1931-1951. Among 
them, whereas in the prewar part of the period Middlesex, 
Hertfordshire, Surrey, West Sussex and Bedfordshire showed 
the greatest rates of increase, in the period since 1939 the 
highest have been for Buckinghamshire, Hertfordshire, Berk- 
shire and Oxfordshire. 


Much the same picture of movement away from the 
older parts of the areas, or from neighborhoods showing 
little development, occurred in four of the five major pro- 
vincial conurbations in England and Wales—Midland Bank 
Review, November, 1951, London. 


PRICE CONTROL UNDER OPS 


“It is impossible,” says a cooperator, ‘‘to measure the loss to business today 

from the diversion of management and accounting attention to price con- 

trol. Nobody knows what an equivalent amount of attention given to cost 
reduction might accomplish.” 


ARRING a few significant exceptions, ceil- 
B ing prices established by the Office of Price 
Stabilization are exerting little influence on 
current prices, according to replies from 157 manu- 
facturers cooperating in this month’s survey of 
business practices. Three out of four of these manu- 
facturers are selling at least a part of their output 
below ceiling prices, with several quoting their entire 
line below ceilings. Major exceptions to this practice 
are found principally among producers of machinery, 
machine tools, nonferrous metal products and steel 
fabricators, where ceilings still prevail. 

Although the current trend of prices would seem to 
relegate the question of price controls to one of a 
purely academic issue, corporate management is vir- 
tually unanimous in its stand that prices be decon- 
trolled at an early date. Not until this comes about, 
they say, will the burdensome problem of complying 
with government price regulations be brought to an 
end. 

Furthermore, cooperators believe that controls, be- 
cause they defy the basic law of supply and demand, 
are introducing rigidities into manufacturing oper- 
ations that are working to the detriment of both pro- 
ducer and consumer. Instances are cited in which re- 
duced profit margins have resulted in some product 
lines being withdrawn from the market, while in other 
cases the introduction of new products is being de- 
layed. Where ceiling prices would appear to provide 
evidence that controls are functioning, it is fre- 
quently at the expense of greater supplies and grey 
market operations. 


PRICE WEAKNESS WIDESPREAD 


The trend in prices during the past two to three 
months, and particularly over the past thirty days, 
has been characterized by weakness. With manufac- 
turers of metal products, this trend is explained by 
a loosening in the supply of raw materials. With the 
producers of nonmetal products, many of whom manu- 
facture consumer products, price weaknesses are at- 
tributable principally to buyer resistance. (Table 1 
shows the number of companies selling at below-ceil- 
ing prices during the past thirty days for twenty-seven 
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industry groups reporting to the Board. The box on 
page 167 provides a listing of specific products selling 
under ceilings.) 


Nonmetal Products 


Although the softness in prices has spread through- 
out all industry groups, reductions below ceiling levels 
are far more prevalent with producers of nonmetal 
products. Approximately 90% of the companies in 
this group have been selling a part of their output 
under ceilings, compared with little more than half 
of the metal producers. 

Outstanding weaknesses are to be found in leather 
and leather products and textile products. For ex- 
ample, six out of seven leather producers report sell- 
ing their entire output below ceiling, while four out of 
nine textile concerns are in the same situation. There 
are also instances in the food and chemical and paper 
industries in which the entire output is below ceiling, 
although generally speaking, price reductions for this 
group have been much less widespread. Several in- 
stances were reported in which manufacturers of non- 
metal products did not apply for higher ceilings be- 
cause of growing competition. 


Metal Products 


Greater strength in prices in the metals group can 
be found in the machinery, machine tools, nonferrous 
metals, and steel groups. Some companies in these 
industries are selling their entire volume at ceiling 
price. With metal-companies, sales below ceiling are 
a relatively small part of total sales, since 73% of the 
companies report only 25% or less of total sales under 
ceilings. 


HARDSHIP OF RED TAPE 


Quite naturally, softness in many markets has led 
manufacturers to question the need and accomplish- 
ment of price controls. However, it is primarily be- 
cause of the hardships which controls impose on all 
producers that there is virtual unanimity among the 
group that controls should be relinquished at an early 
date—at least in those instances where supplies appear 
to be ample. 
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While not the most serious complaint of industry, 
the paper work and red tape involved in price controls 
are by all odds the most common. This problem has 
been with industry from the inauguration of controls 
and is no nearer to a solution. A textile producer 
ironically writes: “Since the inception of price controls 
with the January, 1951, freeze, we have been led 
through a maze of ceiling-price regulations, supple- 
mentary regulations, amendments to supplementary 
regulations, and detailed cost studies required by 
OPS teams from Washington. Yet at no time since 
the price freeze have our fabric prices even approached 
permissible ceilings.” 


Time Consumed— 


Keeping abreast of regulations, computing price ceil- 
ings, and recording and registering these prices with 
Washington are proving both time consuming and ex- 
pensive to industry. Principal concern is the fact that 
the records requested differ from normal corporate 
accounting procedures. In addition, they must be 
kept in detail and in an orderly fashion because of the 
threat of government inspection. 

As reported by a manufacturer of air-conditioning 
equipment: 


“The methods set for determining ceiling prices are at 
complete variance with the normal accounting methods of 
our industry, and to apply these methods has required a 
completely separate cost study and entailed thousands of 
man-hours which are of absolutely no value to us from an 
accounting standpoint.” 


—And Personnel 


A leather goods producer finds that the time con- 
sumed is not restricted to clerical personnel since the 
time of supervisors is also taken up for discussion of 
the many problems created. Thus, a manufacturer of 
instruments and controls has found that compliance 
with regulations has tied up key people on his staff, in- 
cluding members of the engineering, purchasing and 
accounting departments. 

Most companies have had to add personnel in order 
to comply with regulations. A foundry reports that 
this has proved to be a double-barrelled burden, since 
the need for additional clerks has coincided with a 
marked shortage of that type of personnel. Another 
company has found it necessary to employ legal 
counsel to satisfy itself that it is complying with regu- 
lations “to the best of its ability.” 

The problem is characterized as a “never ending 
one” by a manufacturer of leather products. His lines 
are all influenced to a great extent by fashion changes, 
so that a continuous figuring of prices under the 
ceiling formula is necessary. In addition, he has had 
to apply for uniform ceiling prices to avoid the situ- 
ation of various retailers in the same community 
who have different ceiling prices on identical products. 
The preticketing of his merchandise, while expensive 
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in itself, costs thousands of dollars more because of 
the need to make changes to reflect seasonal price 
revisions. 

A textile producer neatly sums up his reaction by 
stating, “It is impossible to measure the loss to busi- 
ness today which exists because of the diversion of 
management and accounting attention to price con- 
trol. Nobody knows what an equivalent amount of 
attention given to cost reduction might accomplish.” 

A few cooperators point to increased costs to the 
consumer stemming from the “gigantic bureaucracy” 
needed to administer the system of controls. 


Items Not Catalogued 


Selling prices of products not included in the manu- 
facturer’s catalogue present additional difficulties. 


Table 1: Number of Companies Selling Below 
Ceiling Prices 


Percentage of Sales at Below-ceiling Prices 
Industry 
0% | 1-25% | 26-50%|51-75% | 76-09% | 100% 


Metal products 
Air conditioning...... 1 
Automobiles and equip- 
mentsseiGus.tse oe dese 
Electric machinery... . 
Engines and turbines. . 
Moundries..7-6-- aes 
Hardware...-sssacs0: 
Heating and plumbing 
Industrial machinery, 
general. Fes. Ae 
Industrial machinery, 
specialized.......... 
Instruments and con- 
trolsteseacsteraace bie: 
Machine tools........ 
Nonferrous metals... . 
Office equipment...... 
Railroad equipment... 
Steel producers....... 
Miscellaneous, metal. . 
Total number of 
companies........ 33 24 6 3 11 1 


Nonmetal products 
Apparel. 222732 ae. 5% 
Building materials... . 
Chemicals... cance: oe 
Voodteteetr creer tt 
Leather and products. 
Mining and quarrying. 
Paper and products... 
Petroleum........... 
Rubber.x 2-4 nes 
Vextilesec nanan as 
Miscellaneous, non- 

metallia yee Q 2 1 


Total number of 
companies 9 20 9 5 19 17 


All industry 
Total number of com- 
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Cor wpnwncoeorcocrYesS 


Source: THe CONFERENCE Boarp 
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According to a manufacturer of air-conditioning equip- 
ment: 


“Specifically, some hardships have been suffered by our 
company as the result of price controls. Most hardships 
surround repair parts for older models (seven to thirty 
years of age) which are not sold at sufficiently regular 
intervals to warrant requesting adjusted price ceilings, 
because of the thousands of such items that orders can 
possibly be received on. Many such repair parts have 
been sold at prices established many years ago.” 


Similarly, there is considerable uncertainty in the 
pricing of products built to specification and sold 
under contract. 

A cooperating producer of metal products reports 
that none of his contracts which call for delivery six 
to twelve months hence is being taken at lower than 
the ceiling price. In fact, 90% of them are at prices 
above the legal ciling, with a clause inserted stating 
that at the time a machine is delivered it will be in- 
voiced at the contract price or the legal ceiling price, 
whichever is lower. 


New Products 


The introduction of new and improved products is 
to some extent being retarded because of pricing diffi- 
culties. The practice of using “comparison commodi- 
ties” at the base period is not regarded as feasible, for 
new products frequently include new materials that 
were not in use during the early period. The outcome 
is usually to underprice new products. 

A corollary to this problem concerns the introduc- 
tion of existing products in new territories. The delay 
and confusion involved to accomplish this objective 
has resulted in a major hardship to a member of the 
petroleum industry. 


CEILING ON PROFITS? 


Because prices of some products have been frozen 
at unfavorable levels, some manufacturers contend 
that it is the intention of government to place a ceil- 
ing on profits as well as prices. In several instances, 
producers who had attempted to hold prices in line 
during 1950 felt that they were being penalized for 
this effort by having inequities frozen into their 
price structure. And it is generally agreed that it 
is extremely difficult to adjust prices for special situ- 
ations that have developed subsequent to the initial 
freeze. 

Industry’s criticism on this score concerns allowable 
costs. Many instances are reported in which out-of- 
pocket costs are considered to the exclusion of over- 
head expenses. 

Typical complaints reported are: 


“We have had to absorb freight rates on some of our 
products” (foundry). “We cannot pass on legitimate in- 
creases in Jabor rates [and] salaries (although approved 


by Salary Stabilization Board) to consumers” (steel) . 
“Fringe benefits and premiums paid on foreign purchases 
have been disallowed” (hardware). “Direct labor and 
material costs are all that we were allowed” (machinery) . 


Failure to receive adequate markups has resulted 
in reduced food supplies coming to market and the 
establishment of grey markets for certain food prod- 
ucts. Several food producers, as well as some manu- 
facturers of metal products, threaten to withdraw 
selected lines from the market unless relief, for which 
they have already applied, is forthcoming. 

In many instances, heavier sales volumes are prov- 
ing an offset to smaller profit margins. However, ap- 
prehension is expressed should a period be encountered 
with smaller sales. 

As reported by a manufacturer of railroad equip- 
ment: 


“During the period that price control has been in effect, 
the cost level has steadily crept up while the price level 
remained firm. Even a moderate loss in volume on the 
basis of our present organization would quickly diminish 
our profits to the point of no return.” 


Company vs. Industry Costs 


Another bone of cost contention is the substitu- 
tion by OPS of industry costs for company costs 
when applying for relief. Cooperators report that the 
OPS earnings standard (Johnston formula) permits 
a price increase only if the earnings of an entire 
industry fall below 85% of its average earnings in the 
1946-1949 period. 

Companies are being denied increases solely because 
their costs have been higher than those of others in 
their industry. 

As told by a paper manufacturer: 


“The government has forced our pricing into a pattern 
with the rest of the industry which did not prevail before 
the price controls were established. Prior to price controls, 
the various differentials that applied to our various prod- 
ucts were based on our own costs, whereas now they are 
based on the industry average. We consider this unde- 
sirable and in many cases detrimental to our interests and 
those of our customers.” 


The same situation is stressed by a manufacturer 
of instruments and controls: 


“Our company has suffered seriously as the result of 
price control. While we would have no difficulty in 
establishing the requirements for approval of a price in- 
crease, the situation is apparently not shared by the 
remainder of the industry, or at least by some members 
of it; and, as they would be confined to existing prices, 
no general industry increase could be obtained. The re- 
sult of this situation has been an appreciable net loss for 
our organization during the fiscal year which will be com- 
pleted the end of this month.” 


It is contended that such a practice will eventually 


BUSINESS RECORD > 


PRODUCTS REPORTED BELOW CEILINGS 


Source: The Conference Board 


Air conditioning 
“Packaged” self-contained room air conditioners 


Automobiles and equipment 


Building materials, steel windows 
Passenger cars 
Truck bodies 


Automotive parts 


Electrical machinery 


Motors, panelboards, meters, breakers, electric 
lamps, radios, television receivers, laundry equip- 
ment and refrigerators 


Foundries 


Custom castings 
Gray iron castings 


Hardware 


Upholstery nails 
Personal hardware 
Sporting goods 
Hand tools 


Heating and plumbing 
Heating equipment 
Screw machinery and products 
Ammunition products 
Gas ranges 


Industrial machinery, general 


Industrial vibratory equipment 
Automatic weighing and batching feeder machines 
Portable power tools 


Industrial machinery, specialized 


Rivet, bolt and nut machinery 
Manufacturing and mill machinery 


Instruments and controls 


Springwound, electrically driven alarm clocks, and 
pocket and wrist watches 


Machine tools 


Machine tools 
Ground flat stock 


Nonferrous metal 


Plumbing goods 


Office equipment 
Adding machines (export trade) 


Railroad equipment 
Diesel-electric locomotives and parts 


Steel producers 
Wire rope 


Miscellaneous metal 


Lead 
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Apparel 


Work clothing 
Cotton, wool, rayon, nylon, tricot and circular 
knitted garments and clothes 


Building Materials 


Portland, special oil-well, masonry cement 
Fir and hemlock lumber 

Plywood 

Fir and hemlock doors 

Redwood lumber 


Chemicals 


Jute yarn 

Soap products 

Organic chemicals, shoe products, adhesives 

Acetate yarn, industrial and agricultural chemicals, 
plastic products 

Automobile refinishes 


Food 


Crackers, cookies, candy, jam, jelly, olives and 
peanut butter 

Soups, tomato products, pickles, beans, raisins 

Beef, lamb, mutton, pork 

Fats and oils and products 

Livestock by-products (hide, wool, meat rumps, 
and tankage) 

Poultry 

Dairy products 

Coffee, baby food cereals 

Corn, peas, string beans 


Leather and products 


Shoes (men’s and women’s) 
Fabric gloves 
Calfskin and pigskin leather 


Paper and products 


Converted paper products 
Paperboard boxes 


Petroleum 
Gasoline, lubricating oils, greases, waxes 


Rubber 


Sponge and foam rubber 
Friction and rubber tapes 


Textiles 
Bed blankets, cloth for garment manufacturers 
Wool 
Worsted cloth 
Upholstery and cloaking fabrics 
Cotton, rayon, nylon grey goods 


Miscellaneous nonmetal 


Glassware 

Corrugated fiber boxes 

Grinding wheels and coated materials 
Athletic goods 

Hardwood lumber 
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bring about abnormal price relationships within a 
company and eventually destroy the basis used in 
business control. 


READJUSTMENTS "TOO LITTLE AND TOO LATE" 


“Too little and too late” is the way industry charac- 
terizes reaction to price readjustments granted by the 
OPS. As summarized by one manufacturer, increased 
costs must always be absorbed during a prior period 
before relief is granted. Full recovery of increased costs 
is seldom granted, say the cooperators, so that profit 
margins have in many instances shrunk since the ad- 
vent of OPS. According to a building materials pro- 
ducer, if the same trend continues through another 
round of wage increases, the excess-profits tax will be 
of concern to only a few in his industry. 

Three cooperating companies report that the prac- 
tice of the OPS of announcing price rollbacks in ad- 
vance of the rollback date is proving a hardship. In 
a specific case reported by a rubber producer: “They 
announced several weeks in advance the exact date 
upon which prices were to be rolled back. This obvi- 
ously tended to influence customers to buy on a hand- 
to-mouth basis.” Such buying in this instance was 
reported to have increased the cost of doing business. 
Price Rigidity 

A growing tendency is reported for top management 
to leave prices unchanged even though they are re- 
garded to be at other than the most desirable levels. 
This is partly because it is difficult to win higher 
price ceilings, and also because of the fear that price 
ceilings may well be rolled back if voluntary reduc- 
tions are made by industry. Numerous instances are 
reported throughout industry in which management 
is reluctant to chance a price reduction in the hope 
of stimulating demand. By the same token, a manu- 
facturer of railroad equipment who would like to apply 
for increases in certain lines is content to let other 
more profitable items make up the difference rather 
than disturb his price structure. If allowed to con- 
tinue, this price sluggishness, it is feared, will further 
destroy cost-price relationships. 


SOLUTION 


Because management feels that these hardships will 
disappear only with the termination of controls, it 
favors a quick return to traditional methods of pricing 
and voices its preference for giving free reign to com- 
petitive forces. Executives are frank to admit: “Under 
the operations of free markets, there may be periods 
of short duration which generate high prices, but 
such prices inevitably bring an outpouring of goods 
which, in turn, automatically reduce prices.” 


Joun H. Watson, III 
G. Criark THompson 
Division of Business Practices 


Length of Life Here Keeps Increasing 


4/9/8 INFLUENZA EPIDEMIC 


1900 "10 720 30, 740 50 
Estimates, in years, for death registration states 
Source: Office of Vital Statistics 


ON LENGTH OF LIFE 


(London) levied the criticism of “a little con- 

tradiction” against the book “Growing in the 
Older Years” on the ground that in one place the 
statement was made that “longevity has increased 
more than 35% in the last half century,” and in an- 
other that “today the person of sixty-five has little 
chance of living much longer than did the person of 
sixty-five in the year 1900.” There is really no con- 
tradiction involved in these two statements. Just a 
lack of clear understanding of the concepts involved 
—a confusion that is widely shared. 


CLEARING UP THE CONFUSION 


The “expectation of life” is the average future 
lifetime at a given age. At birth it is the same as 
the average length of life, or longevity. This was 67.6 
years in the United States in 1949, as compared with 
49.1 in 1901, an increase of 18.5 years (37.7%). This 
does not mean‘ that people of all ages can now look 
forward to 18.5 more years of life than they could 
fifty years ago. 

Most of the gains have been made in the younger- 
age groups, and there have been only small increases 
at the advanced ages. At age 20, the rise in expec- 
tation of life was 8 years; at age 50 it was 3 years, at 
age 65, 1.6 years; and at age 85, the average remaining 
lifetime was actually the same in 1949 as in 1901. 

In other words, owing to the great strides made in 
reducing mortality from the infectious diseases, many 

‘Issue of February 2, 1952. 


A WRITER in a recent issue of The Economist 
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more people now survive infancy and adolescence, 
and live to middle and old age than they did fifty 
years ago. But once having reached the upper-age 
levels, they are only slightly better off. The problems 
of the degenerative diseases, such as heart ailments, 
cancer, and diabetes, have yet to be solved. Besides, 
while the average length of life has increased, the 
maximum life span—the greatest number of years that 
a human being can live—has appeared to be relatively 
stationary. The closer this biological limit of some- 
what more than one hundred years is approached, the 
smaller is the margin for gain. Placed in this setting, 
a rise in expectation of life at age sixty-five from 11.9 
years in 1901 to 13.5 years in 1949 may be regarded 
as significant. 


VARIATIONS BY SEX AND RACE 


There are wide differences in average length of life 
between men and women and between the white and 
nonwhite races. Women live longer than men and the 
whites longer than the nonwhites. However, the ad- 
vantage of women over men with respect to longevity 
is greater now than ever before while the differences 
between the white and nonwhite population have dim- 
inished. (Sce Table.) 

White women outlived white men by an average of 
5.6 years in 1949, as compared with 4.5 years in 1940 
and 3.0 years at the beginning of the century. The 
expectation of life at birth for nonwhite women was 
4.3 years longer than for nonwhite men in 1949; it 
was 3.1 years longer in 1901. 

The gap in the life expectancy of whites and non- 
whites has been just about cut in half in the past fifty 
years. In 1901, white men and women outlived their 
nonwhite counterparts by almost sixteen years. In 
1949, the average length of life of white men exceeded 
nonwhite by 7.3 years. However, white women could 


Gains in Life Expectancy Highest in Early Years 
FZ] YEARS LIVED [__]YEARS REMAINING 


\Otess 20 40 50 65 85 


BIRTH 9 <————_ YEARS ——________> 


Source: Office of Vital Statistics 
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Average Length of Life, by Color and Sex 


Group 1901 1949 Gain 1901-49 
Total persons........... 49.1 67.6 18.5 
White 
Males ecco er 48.0 65.9 17.9 
Females. ........... 51.0 71.5 20.5 
Nonwhites 
IMaQlegs tee atta te ty 58.6 26.4 
Kemalesiose concn: 35.3 62.9 27.6 


Note: Data for 1901 relate to the death-registration states, which included only 
26% of the population of the United States. 


Source; National Office of Vital Statistics 


expect 8.6 more years of life than nonwhite. 

Another interesting point is the greater than average 
gain in life expectancy that has been experienced by 
the members of wage-earning families. In 1911-1912, 
the industrial population had an average of six and 
one-half years shorter life than the general popula- 
tion. Over the ensuing four decades this disadvantage 
was gradually overcome, so that by 1949 members of 
wage-carning families could boast the same average 
length of life as the population as a whole.’ Chief 
reason is the rising standard of living, which has 
meant better nutrition, shorter working hours, and 
safer and healthier conditions at home and on the job. 


OUR LONGEVITY HIGH 


The average length of life of our white population 
is now close to the best in the world as a result of our 
large gains in longevity during the past few decades. 
New Zealand, long first among the nations in this 
respect, retains this position, but she is now less than 
two years ahead of the United States as compared 
with a nine-year Icad at the beginning of the century. 
Other countrics where the average length of life is 
still greater than in the United States are the Nether- 
lands, Australia, and the Scandinavian group. 

There is a definite connection between the expec- 
tation of life and the standard of living of a country. 
In arcas where average daily caloric consumption is 
low, life is short. Thus the poorest records for longev- 
ity are found in most of Asia and Africa. 

The prospect is for additional increases in average 
length of life in the United States. It is expected to 
excced seventy years before 1960.2 This will be owing 
to further rises in our standard of living as well as to 
advances in medical knowledge regarding the degen- 
erative diseases. More widespread public education 
regarding the effectiveness of carly detection and care 
of these discases and of the importance of weight 
control should also contribute to a longer and healthier 
old age.—M. C. 


Data on wage-carning families relate to the industrial policy- 
holders of the Metropolitan Life Insurance Company. 

2Louis I, Dublin, “The Facts of Life from Birth to Death,” 1951, 
The Macmillan Company, New York, p. 391. 


HOW TO PLAN COMPANY GIVING 


By Claude L. Alexander 


about one third of what it is estimated to have 

been last year, corporate expenditures for chari- 
table, health and educational purposes amounted 
to $58 million, according to figures published by the 
Bureau of Internal Revenue and the Treasury De- 
partment. 

While corporate earnings before taxes have in- 
creased approximately 200% in this decade, I would 
venture a guess that corporate contributions have 
gone up about 400%. Currently, contributions are 
reported to be about three fourths of one per cent of 
net corporate profits before taxes. 


REQUIRES A SYSTEM 


This huge sum of money allocated to welfare, edu- 
cation, health and community service organizations 
requires a great deal of thought on the part of busi- 
ness officials, and has reached the proportions of big 
business. From what I hear around in business circles, 
even the present estimates of about $300 million now 
being spent by corporations will look low in the future, 
especially if corporate earnings and taxcs remain 
about where they are at present. 

Our expanding economy, increasing population, ad- 
vancement in health, education, and social and wel- 
fare programs, I believe, will be some of the reasons 
for increased contributions in the future. Also, many 
corporations that have not had a contributions policy 
are studying the problem to determine whether their 
company can justify support of worthy causes. Fur- 
thermore, top business officials are heading up more 
and more drives, and are devoting considerable time 
to explaining to business acquaintances sound reasons 
for supporting worth-while projects. And don’t for- 
get, not only has the cost of doing business increased 


Bee in 1941 when net corporate income was 


Summary of an ‘address delivered before’ a round table 
session on this subject at the 328th Meeting of The Con- 
ference Board at the Waldorf-Astoria Hotel on. Thursday, 
January 24, 1952. Other speakers included Thomas R. 
Mullen, president, Lehigh Structural Steel ‘Company; Stanley 
Simon, president, Bulova Watch Company; and John P, Syme, 
vice president, Johns-Manville Corporation. Mr. Alexander is 
secretary of the contributions and membership committee of 
the Standard Oil Company (New Jersey). 
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for companies, but these charitable and other organi- 
zations are faced with the same problem of rising costs 
of operating their agencies, which in itself will require 
increased support. 

In addition to the millions of dollars that go to 
charity, education, health and similar organizations 
under the 23-Q ruling (the 5% tax limitation), many 
more millions are given to organizations that qualify 
under a 23-A ruling as ordinary and necessary busi- 
ness expenses. This would include a large number of 
organizations that provide a service to your company, 
industry, the individual and the country as a whole, 
and help to preserve a free economy and our way of 
life. I am thinking, for example, of such organiza- 
tions as Chambers of Commerce, tax and public ex- 
penditure organizations, many of which come under 
the A ruling. 

During the past several years, industry, through 
Tue ConrerENcE Boarp and other organizations, 
has made many studies in the hope that some defi- 
nite principle could be established as a basis for mak- 
ing contributions. Some policy is necessary and 
helpful, even though many contributions will have to 
be made on the basis of practical judgment and guid- 
ing principles. However, no good yardstick for cor- 
porate giving has been established, since it seems that 
ironclad rules and rigid regulations are not possible. 


LINK TO COMMUNITY 


The corporation is becoming a more important 
source of contributions since taxes have whittled down 
large private fortunes. Community leaders reason that 
not only are companies financially capable of giving, 
but that companies, like individuals, owe support to 
worthy causes as part of their community responsi- 
bility. Industry is aware of its increasing social obli- 
gations and has pretty much accepted them. Corpo- 
rations realize that they cannot afford to ignore the 
opportunity of giving to accepted, worth-while causes. 
They may, however, be swamped with requests for 
financial aid if they are not strict in their adminis- 
tration of their policies. 

Many corporations have discovered that it is fre- 
quently harder to give money away wisely than it is 
to make it. During the past few ycars a number of 
executives of corporations have expressed interest in 
the way our company handles its contribution policy. 
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Some of these men have said that too much time is 
being spent by their boards in determining what and 
to whom contributions should be made rather than 
devoting the time to making money. 

Our company each year makes substantial expen- 
ditures toward the support of organizations whose 
activities are considered to advance the petroleum 
industry and business in general, as well as contribu- 
tions to other trade organizations, economic education 
groups, charity and service organizations. 


SETTING UP THE SYSTEM 


About six years ago our company appointed a six- 
man committee and a full-time executive secretary to 
assist the board of directors in the review of our com- 
pany’s support of these organizations. This commit- 
tee now comprises the executive assistant to the presi- 
dent, who is chairman, the assistant to the chairman 
of the board, the secretary of the company, the head 
of our public relations department, the director of 
budgets, and the head of our employee relations de- 
partment; and I serve as executive secretary. It is 
the duty of this committee to recommend basic poli- 
cies governing company contributions and to review 
all specific contributions made. 

The first job we were faced with was to write a 
budget manual that would be helpful to our world- 
wide affiliates. This manual does not cover policy but 
only procedure. Of course, the Jersey Company has 
a great many more problems than a corporation oper- 
ating in only a few cities, or in the United States alone. 

In order to get a more comprehensive over-all pic- 
ture of how our money is being spent, we devised a 
summary form that is divided into nine classifications, 
broken down between corporate memberships, indi- 
vidual memberships and contributions. This kind of 
summary has proved quite helpful when looking at 
the budgets because it shows at a glance where our 
money is going and whether the emphasis is trending 
from one type of expenditure to another. 


HOW IT WORKS 


Our budgets are prepared on a calendar-year basis 
and are not pitched on an estimate of, for example, 
net earnings for the period, but rather on the review 
of the work of organizations we support. These 
budgets are reviewed by the contribution and mem- 
bership committee and the board. Each item is 
studied, and a special writeup is made, covering, for 
example: 


The purpose of the organization; 

Officers and principal sponsors; 

Appraisal of the organization; 

Benefit to the Company, direct or indirect; 

A review of the publications of the organization and 
whether they supply a service, thereby relieving us of 
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studies that we would otherwise have to make ourselves. 


Where possible, we attempt to review the budget 
of each organization. In other words, our policy is to 
review each year all continuing contributions to see 
that each 6rganization’s objectives are sound and ex- 
penditures reasonable, whether the media and methods 
used are effective, and whether the work and services 
are duplicated in whole or in part by other organiza- 
tions we support. This work requires close contact 
with the organization, as well as careful study of the 
printed matter it releases. 

In the case of support to organizations that provide 
services or benefits to the company and to individual 
departments, wherever possible I work with the de- 
partment having a direct interest in the organization 
to obtain as much information as is practical and to 
see whether the department will sponsor the project. 


ACTIVE PARTICIPATION 


About two years ago our board made a study of 
the organizations to which we contribute. They felt 
that an active interest should be taken in an organiza- 
tion’s work in order that company interests may de- 
rive maximum benefits and in turn contribute as much 
as possible to the organization’s effectiveness. The 
board then designated certain company personnel to 
take an active interest in specific organizations. These 
men are mostly first- and second-drawer personnel of 
the company, including a number of directors and 
department heads. 

In doing this they appreciated, of course, that it 
would not always be possible for the designated repre- 
sentative to follow the work in detail and personally 
attend meetings, in which case they asked that ar- 
rangements be made for the appointment of an alter- 
nate. All these men were advised that the secretary 
of the contribution and membership committee would 
call upon them as required to assist in appraising the 
value of the work of the organization. 

In the past there has been a tendency for certain 
organizations to expand their operations and activities, 
and consequently their budgets. By having our 
people personally associated with organizations, they 
have an opportunity to use their influence toward the 
wise restriction of activities of such organizations. 
where the justification for expansion is not fully ap- 
parent. Also an opportunity is given to review pres- 
ent activities that can be eliminated to reduce expen- 
ditures where such activities are not vital to the func- 
tioning of the organization. In short, you will no 
doubt realize that when our contribution budgets are 
prepared for review, the justification for support of 
each organization is pretty well documented. 


TREATING RENEWALS 


After these annual budgets have been favorably 
reviewed, it is not necessary to go back again to the 
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contribution committee and the board before we 
send along a check for our support. However, when 
we receive the request for renewal of our support, I 
contact our company representative who is familiar 
with the organization, to learn whether he feels the 
work of the organization still justifies our support 
and if the amount approved in our budget is reason- 
able in terms of present-day conditions. 


TRY TO ANTICIPATE REQUESTS 


In preparing our annual budgets we try to antici- 
pate requests for support which might come up dur- 
ing the year. Many large companies do not prepare an 
annual contribution budget because they have been 
unable to come out close to the mark. During the 
past few years, we have had to submit to our board 
for review only about a half-dozen additions to the 
adopted budget each year. 

Although there is no good yardstick for making con- 
tributions, our policy, in general, is that when making 
contributions to charities, the company is acting as a 
responsible member of the communities in which we 
do business. Contributions to other organizations are 
made because the company expects to benefit, directly 
or indirectly, from their activities. Before making a 
contribution, cach request is scrutinized carefully in 
terms of these two purposes. We feel the amount of 
any contribution should be reasonable in terms of the 
total amount being raised by the organization request- 
ing aid, and should never represent a disproportionate 
percentage of the organization’s total fund. Excep- 
tions are made, of course, in cases where we assist in 
launching what is believed to be an exceptionally 
worth-while undertaking. In such instances, our con- 
tributions are reduced as rapidly as more widespread 
support is obtained. 


SIZE OF CONTRIBUTION 


The amount of a contribution should also be reason- 
able in terms of the benefits the company can expect 
to receive from the work of the organization. There 
are no specific criteria which will apply to all pro- 
posed contributions; however, some guiding principles 
are useful in most cases. These include the following: 


1. The company’s interest and advantage is reasonably 
clear with respect to contributions to educational insti- 
tutions for research closely related to the company’s 
activities. 


2. It is reasonably clear that contributions to hospital 
funds and for recreational facilities are in the Company's 
interest where there is a fairly large concentration of 
employces, as for example, in areas where major plants 
are located, and when employees of the Company will 
make substantial use of the facilities. 


3. In general, the company supports those charitable 
organizations that are highly regarded in the community. 


To obtain the maximum value from organizations 


we support, I recall that when we made our initial 
contribution to the New York Public Library Refer- 
ence Department, I worked with the library person- 
nel gathering material that would describe the facili- 
ties they have available for use. This was put in the 
form of a circular letter and distributed to all of our 
department heads, as well as our domestic affiliates. 
This is done, wherever possible, with organizations 
that can provide services deemed useful to our 
company. 


INDIVIDUAL MEMBERSHIPS 


Individual memberships in clubs, societies and asso- 
ciations are considered justifiable corporate expense 
when it can be demonstrated that they are in the 
interest and to the advantage of the company. Com- 
pany interest or advantage sufficient to justify the ex- 
pense is reasonably clear in the case of memberships 
in technical or professional societies for certain tech- 
nically or professionally qualified personnel. In the 
case of business, luncheon and private clubs, such 
interest or advantage to the Company requires careful 
examination. With respect to memberships at com- 
pany expense in the names of individual employees, 
the director responsible for a particular department 
has to approve such expenditure. 


A CONTINUING CARD RECORD 


During the period I have been on the job, we have 
built up close to 1,000 files. These files do not include 
such things as requests for advertising in year books, 
door prizes and so on, but represent recognized or- 
ganizations. Perhaps the one thing we have found most 
helpful is a continuing card record for cach organiza- 
tion. This record covers many more organizations 
than our correspondence files, since it includes organi- 
zations to which we contribute or have been asked to 
contribute, or which might some day ask for support. 
These are not primarily charitable groups but include 
mostly “trade organizations, chambers of commerce, 
economic education and “Save America” groups. This 
‘ard record contains an outline of the information 
that T mentioned carlicr and, in addition, keeps us 
up to date on what the organization is doing. Such 
information is taken from its publications, whether 
any individual is appearing before a Senate com- 
mittee, any prominent public reaction to what the or- 
ganization is doing, either good or bad. 


HOW IT HELPS 


We find this information very helpful in evaluating 
an organization and keeping us from supporting 
groups that are not most deserving. ‘This is especially 
true in the so-called “Save America” groups or eco- 
nomic education groups, since the demand from such 
organizations working in the field of public education 
scems to have gained further impetus since the end of 
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the war. Each year several new organizations are 
established with the objective of saving our “American 
way of life” from the various “isms.” This is caused, 
no doubt, by the increasing competition for the minds 
of the people throughout the world by the various 
political and social philosophies. 

Several million dollars are spent each year by more 
than fifty organizations conducting programs of 
economic education. While they cover a broad range 
of methods, their activities include publication of 
bulletins, educational material, speeches, syndicated 
editorials, discussion groups, radio and motion pic- 
tures. On the surface, these organizations seem to be 
looking to the same end result. However, their philoso- 
phies are sometimes different. 


CHOOSING THE MORE EFFICIENT 


Maybe a study of this whole problem might be 
made to determine: 


1. Whether the media and methods being used are 
effective, and whether any lasting impression is being 
made in selling our American product. It seems that little 
effort has been made to measure attitude changes. 

2. I have been told that in some cases a considerable 
part of an organization’s income goes for fund raising, 
overhead and operation, and a small amount of each dol- 
lar is used for preparing material for distribution. 

3. There is no doubt that much duplication of effort 
and use of different kinds of material and statistics exists. 


A NO. I LIST 


What we have tried to do on these types of organi- 
zations is to divide them into several groups. The first 
contains those which do high-level research and public 
education on national and international economic 
problems. This group, in general, does effective work 
and contributes materially to public welfare: 


1. By making positive contributions to the solution of 
the difficult national and international problems of the 
day; 

2. By earning and holding the attention of top leaders 
of business, government and education; 

3. By the influence that the views of the latter have on 
public opinion and public policy. 


The second group comprises organizations that 
render some direct service to their members and busi- 
ness, as well as carry on extensive publicity programs. 
This group would include chambers of commerce, 
public expenditure and tax organizations. 

It is a little more difficult to evaluate the effective- 
ness and usefulness of the third group. With the ex- 
ception of a few, the organizations in this group do 
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not reach a large number of people falling in the 
middle- and lower-income groups. As for the open- 
minded business leaders, politicians, educators, clergy- 
men and editors, there is often a question of how 
much influence these organizations really exercise. 

Money spent to support these organizations for 
the most part may be largely wasted as far as results 
are concerned, either in terms of national welfare or 
in terms of formation of public opinion. This is a 
group requiring the very serious consideration of those 
responsible for corporation donations. 

The fourth group is one in which work is done in 
the educational field, through discussion groups, and 
working with groups of young people. This is a newer 
approach and for that reason it is more difficult to 
evaluate the effectiveness of the organizations falling in 
this category. 

What we have done actually is to put all of these 
organizations into a hopper to determine in what 
grouping they belong. If they fall in the first group, 
for instance, it is a lot easier for us to evaluate and to 
justify our support. If they fall into the third group, 
we compare them with the organizations in that group 
which we think are doing effective work; and so on 
down the line. 

We think this committee of ours has been doing a 
very valuable piece of work inasmuch as it has taken 
this very delicate problem of making contributions 
off the desks of our top officials. It has also saved our 
officials some embarrassment by enabling them to 
refer requests they receive directly to our commit- 
tee, since all requests are channeled through the com- 
mittee. Most of these requests are screened in my 
office, and a very small percentage goes to the contri- 
bution and membership committee for review and 
finally to the board. 


BEING THANKED FOR A NO! 


By having a designated person in the company for 
people to call on when looking for money for what 
they consider worthy causes, we find we can give the 
time necessary to hear what they have to offer. If 
their project does not fit in with our policy, or their 
program is not acceptable for other sound reasons, we 
are able to turn them down at the source. Being 
familiar with the work of so many organizations, we 
find we have sometimes been helpful to those we have 
had to refuse. People are fair minded and understand- 
ing in their attitude when properly handled. In many 
cases, we have actually received a letter a day or two 
after their visit to our office thanking us for the time 
and help that we have given them. In other words, we 
have actually gotten some goodwill out of the painful 
duty of saying “no”! 


MORE FIRMS NOW THAN BEFORE WAR— 
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BIRTHS (and Deaths) GREATEST IN FAR WEST 


NUMBER OF FIRMS, DECEMBER 31, 195I 
3,991,200 = 100.0% 


ALL OTHER 


RETAIL TRADE 
41.5% 


N 
CONSTRUCTION 
~ 


An increase of 65.6% in the number of 
construction firms in operation occurred 
in the three years 12/31/45 to 12/31/48. 
This was a record growth among industries. 
So also was this industry's percentage 
growth from December, 1948, to the end 
of 1951. 


Although the total number of manufactur- 
ing firms in operation has risen since the 
end of 1949, there are still 4°/, fewer than 
in December, 1948. 


As to retail trade, there were 2.7%, fewer 
firms at the end of December, 1951, than 
at that time in 1948. (This sector increased 
13.8% in the preceding three-year period.) 
The Far Western states combined (Califor- 
nia, Nevada, Washington, and Oregon) 


grew relatively more in number than did 
other sections of the country (from March, 
1945, to March, 1948), but had the greatest 
decline over the following three-year peri- 
od. The number of businesses in twenty- 
three states, including the District of Co- 
lumbia, increased over both periods. 
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LITTLE CHANGE IN CONSUMERS’ PRICES 


interrupted, temporarily at least, in March. 
After declining sharply from mid-January to 
mid-February, the NICB index of consumers’ prices 
for ten key cities recorded a small increase in March. 

The actual reading for March 15 was 176.7 against 
176.3 in February (January, 1939=100). The year- 
to-year comparison reveals that the cost of living is 
still 2.4% higher than the corresponding 1951 figure. 
The advance reflected a firming in prices all along the 
line. 

Except for men’s clothing and housefurnishings, 
every category was slightly higher for the month. 
The heavily weighted food group advanced fraction- 
ally after the January-February drop. The catch-all 
group of sundries made the sharpest advance, while 
small gains were chalked up by housing, women’s 
clothing and fuel. 

The dollar, therefore, lost a little of the increase 
in value that it had picked up. Based on a January, 
1939, dollar of 100 cents (for the ten large cities), 
the consumer dollar in mid-March was worth 56.6 
cents, against 56.7 cents in February and 57.9 cents in 
March, 1951. 


Te DOWNTURN in consumers’ prices was 


EMPLOYMENT STATIC 


There was little change from February to March 
in employment. For the week ended March 8, the 
Census Bureau estimates civilian employment at 59.7 
million, about the same as in the corresponding Feb- 
ruary week. Nonagricultural employment stood at 
53.7 million in March, the same as the previous month. 

Factory jobs again dropped off slightly, while trade 
and construction work, which normally rises at this 
time of year, failed to register any appreciable increase. 
The lateness of Easter and bad weather contributed 
to this lag. 

Agricultural work also showed signs of lethargy, 
with poor weather continuing to restrict farm work 
to chores and maintenance work. Farm employment 
of 6.0 million was the same as in February. 

Unemployment was at the lowest point for any 
March since the end of World War II. It aggregated 
1.8 million and constituted 2.9% of the civilian labor 
force. There were 300,000 fewer jobless in March 
than a month earlier, but part of this decline resulted 
from withdrawal from the labor force of women who 
had been looking for jobs in February. Year-earlier 
figures were 2.1 million unemployed, or 3.4% of those 
in the civilian labor force. 
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The availability of men has interrupted the post- 
Korea trend toward employing more and more women 
in industry. There was a reduction of 116,000 women 
in nonagricultural jobs between the February and 
March surveys. On the other hand, as many as 
130,000 men were added over this same period of a 
month. 

Over the year March, 1951, to March, 1952, the 
picture is still one of replacement of men by women. 
Against a loss of about 225,000 men, there was a gain 
of 134,000 women in nonfarm work. On the farm 
there was a year-to-year loss of close to 300,000 men, 
while 82,000 fewer women were employed in agricul- 
tural work this year as compared with last. 


AFTER INFLATION AND TAXES? 


Much has been written about the improvement in 
the position of the wage earner since prewar days. 
Actually, the wage earner has done all right even 
after Uncle Sam has taken his share. After subtract- 
ing taxes and correcting for price changes since 1939, 
the head of the so-called average family (father, 
mother and two children) now has real spendable 
earnings of about $33 a week, compared with about 
$24 in 1939 (also after deductions) . 

Spendable earnings declined from 1950 to 1951. 
With a shorter work week prevailing, the family 
head is now below 1943, 1944 and 1945 when war de- 
mands required considerable overtime in industry. 

The accompanying chart graphically shows the 
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“net” received by the family head. Although com- 
parable figures are lacking, it is probably safe to say 
that the factory worker made out as well as or much 
better than the professional, the white-collar worker 
and others on a more or less fixed income basis. 

Another approach to this twin inflation-tax burden 
is to figure out how much a person would have to 
make today to equal his prewar earning power. Tak- 
ing the example of a married couple with two children, 
a family that had a net income of $3,000 in 1940 
would now have to receive a net income of $6,100, 
or just about double the 1940 income. For an execu- 
tive who earned $25,000, after allowable deductions, 
in 1940, the present comparable income must be more 
than three times as great, or $76,300. For 1940 in- 
comes falling between these two extremes, the in- 
creases necessary to sustain 1940 living standards 
varied from double to triple the income of the earlier 
year. Progressive personal income taxes account for 
this higher burden on the upper-income levels. 


FACTORY TURNOVER SLOWS DOWN 


The tapering off in many consumer goods factories 
and the slower rate of acceleration in the defense 
effort are reflected by the latest statistics on factory 
turnover. 

The quit rate in February was only nineteen em- 
ployees per 1,000 on factory payrolls. This ratio had 
been as high as thirty-one per 1,000 in the fall of 1951. 
Accessions also were below the 1951 average. The 
latest rate of thirty-nine per 1,000 compares with 
forty-four in January and forty-five in the correspond- 
ing 1951 month. 

As might be expected, ordnance and other defensc- 
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related industries showed a different sort of picture. 
Accession rates are far above average at a rate of 
sixty-three per 1,000 employees and with a quit rate 
of only fourteen per 1,000. 


HOURLY EARNINGS STEADY 


Earnings of factory workers have shown little 
change over the last three months. Average hourly 
earnings of $1.64 in February were unchanged from 
January and December. With consumers’ prices dis- 
playing weakness thus far in 1952, there is even a pos- 
sibility that average hourly earnings will be lower in 
the next few months. This, of course, assumes no 
change in length of work week and it assumes that 
the large number of escalator clauses in labor con- 
tracts will result in wage-rate reductions. Both these 
assumptions can be invalidated by a stepup in the 
defense program and a new round of wage increases 
following any substantial award to the steelworkers. 


The work week was also unchanged from the pre- 
vious month (there was a reduction of about five 
minutes). It stands at 40.8 hours, against 40.9 in 
January and 40.9 in February, 1951. In ordnance 
and related-type industries, however, longer work 
weeks prevailed. In fact, the lack of any spectacular 
change in recent months has been owing to offsetting 
changes by the nondefense-type and defense-type in- 
dustries. For example, textile mills and products, 
tobacco manufacturers, apparel and leather fabri- 
cators were all working fewer than forty hours in 
February, while ordnance and accessories were up to 
44.5-hour work weeks. Machinery (except electrical) , 
and instruments and related products were all working 
well over forty hours a week. With raw materials 
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supplies easier since the beginning of the year, there 
will undoubtedly be some increases in the work 
schedules for automobile producers in the weeks ahead, 
barring deterioration in consumer buying. This de- 
terioration has already been felt by the soft goods 
and appliance manufacturers with department store 
sales substantially below 1951 and 1950 levels. 
Weekly paychecks of production workers were 


lower by about $0.25 a week than they were in Janu- 
ary but remained well above year-earlier figures. The 
average check was $66.83 in February against $67.08 
in the preceding month and $63.84 for the correspond- 
ing 1951 month. Production workers in petroleum 
and coal products continued to set the pace with 
average weekly earnings of $81.60. At the other end 
of the scale were tobacco workers, at $45.23 a week. 


FINANCIAL NOTES AND FOOTNOTES 


The situation today in the money market is definitely 
not what was expected. When events have taken so 
unexpected a turn, and when uncertainty so beclouds 
the outlook, it is usually well to begin any analysis 
with a simple listing of the facts. 

There has as yet been little borrowing by corpo- 
rations to meet tax payments. 

Pressure upon commercial banks already well 
“loaned up” has not materialized. There has been no 
more than passing need for member banks to go into 
debt to the reserve banks, or for the reserve system 
to buy governments except on a very short-term basis. 

The “tone” of the money market is soft. De- 
mand for bank loans shows signs of sagging. There is 
even talk of the 3% rate on prime customer loans 
failing to hold. 

Long-term governments are, and have been for 
a good while, definitely strong at a time when they 
were scheduled to be weak. 


In such circumstances "explanations" aplenty are in- 
evitable. Here are some of them: 


e A faulty appraisal of the situation is now being 
exposed. 

e Widespread doubt of the predicted deficit of $10 
billion or more for the fiscal year 1953 has developed, 
and is affecting market sentiment. 

e Suspicion is growing that capital expansion plans 
will be curtailed as a result of the general outlook. 

e A state of unsatisfactory business rather generally 
abroad, particularly weakness in basic commodity 
markets, is causing extensive uneasiness and adding 
to the doubts about the demand for funds from the 
private economy. 

e So far as governments are concerned, the current 
market situation is very deceptive. The demand for 
the longer-term bonds is not great. What makes the 
market strong is the fact that very few holders of 


these obligations have been willing to part with them 
at prices that have been prevailing. Such sales almost 
invariably would entail a substantial loss which most 
holders prefer not to take. A relatively few investors, 
particularly pension funds of states and municipalities, 
which make it a practice of investing, with almost no 
delay, funds which accumulate, have of late been in 
the market for moderate amounts of governments. 
Even these modest bids sent prices up. 


But more important than postmortems and rationaliza- 
tion is the significance of recent events. What do they 
spell out for the future? Here it is that a definite 
division of opinions is to be found. 


Perhaps the most striking fact is that there are excel- 


lent analysts in Wall Street who have changed their views 
about the money market outlook remarkably little. Some 


of the best-informed observers in “the Street” are still 
convinced that the Treasury will be in the market for 
$10 billion or so “new” money before the first of next 


January, and that, in addition, it probably will find 


it necessary to borrow a billion or two to pay off 


holders of maturing obligations who decline to take 
the new issues in exchange for old, and to pay off 
holders of savings bonds who ask for their money. 
Among those who hold such views are a number who 
believe that demands for funds from the private 


sector will be very nearly as great, if not fully as great, 
as had been expected. They think that housing con- 
struction may be even greater than last year, and _ 
that few if any holders of certificates of necessity will 
let them lapse. They express the view that state and 
municipal governments released from “voluntary re- 
straint” will come into the market for substantial 
funds. All this, so the reasoning goes, will before long 
restore a state of considerable tightness (even if the 
rank and file of business enterprises reduce bank loans) 
and keep the situation tight at least through this 
calendar year. 
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These persons say that any substantial offering of long- 
term bonds by the Treasury—and rumors of impending 
offerings of this type are still afloat—would very quickly 
show that the current market has neither the breadth 
nor the depth that might be supposed. They are cau- 
tious in saying what rate the Treasury would have to 
pay. They probably would concede that the rate 
might not be quite so high as seemed probable a short 
time ago, but they are of the opinion that current 
prices could easily lead the casual observers astray. 

These are probably not the prevailing views (that 
is to say the views held by a majority of qualified 
observers), but they are held by a number of excep- 
tionally well-informed students of the situation. What 
is more, they now say that it is well within the bounds 
of possibility, if not probability, that June will bring 
the “squeeze” that had been expected in March. 
Corporations managed to pay their taxes in March 
without borrowing much, but they are said to have 
scraped the bottom of the barrel in doing so. 


that the Administration in this, an election year, will find 
a way to get defense expenditures on full schedule in the 
rather early future, ideas about the economic reverbera- 
tions to be expected have undergone considerable change 
in some instances. It is, of course, a well-known fact 
that the commercial banks, by and large, would be 
quite pleased to have some of their customers reduce 
their bank indebtedness. There is some indication 
that such a process is under way, in some measure at 
least. 

If some of these enterprises that are substantially 
in debt to their banks are able to reduce inventories 
considerably or to fund an appreciable part of their 
current obligations through sale of securities to non- 
bank investors, bank loans and hence deposits would 
be reduced proportionately. This—assuming no action 
on the part of the reserve banks to tighten up the 
situation—would provide the commercial banks with 
a strong incentive to seek other employment for their 
funds. The most likely employment, in such circum- 
stances, so it is said, would be investment in govern- 
ment obligations. 

If such movements as this were to assume substan- 
tial proportions, the net effect would be to offset, in 
part at least, the consequences of new Treasury finan- 
cing through the banks. Thus if there were a reduc- 
tion of, let us say, $5 billion in the outstanding loans 
of the commercial banks at the same time that there 
was an increase of the same amount in the holdings of 
governments by these institutions, there would be no 
change in money supply. In such circumstances, 
there also would be no particular nced for the reserve 
banks to enlarge the volume of reserve credit out- 
standing, since adequate reserves for the purpose 
would be in the hands of member banks to begin with. 
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Underlying all such analyses, or implied in them, are 
obviously varying appraisals of the general business out- 


look. Evidently, if credit controls are to be removed 
and, in consequence, consumer loans are again to rise 
drastically and get into the banks in a large way, 
the anticipated reduction in the over-all total of bank 
loans would by so much be reduced. A resurgence of 
buying on the part of consumers generally would 
lessen the desire of many firms to reduce inventories, 
and it would in all probability curtail the pressure 
that banks are inclined to bring upon certain of their 
customers to reduce their indebtedness. Granted such 
developments as these, it is of course little less than 
certain that business will be much more inclined to 
push capital expansion than in a situation in which 
business is evidently on a downward trend. Increases 
in bank-held federal debt, with consequent enlarge- 
ment of money supply, would have one effect in an 
atmosphere of doubt or gloom, and quite another when 
the general feeling is of the opposite variety. 


The attitude of both the ordinary consumer and busi- 
ness managers to what has been happening both in the 
money market and elsewhere—and, of course, to what 
develops during the next month or two—will, accordingly, 
have more, perhaps, than almost anything else to do with 
what happens in the money market next. 


The one major exception to this general rule probably 
would be the money market reaction to vigorous steps 
—or the lack of them—by the Treasury in the realm of 
debt management.—F. W. J. 


Business Book Shelf 


No Time To Grow Old—Contains several papers and re- 
search reports prepared by some of the nation’s outstanding 
authorities on problems of the aging.—New York State 
Joint Legislative Committee on Problems of the Aging, 1951 
(Copies available free by writing to State Senator Thomas C. 
Desmond, 94 Broadway, Newburgh, New York.) 


The Cooperative Movement and Some of Its Problems— 
A sympathetic treatment of the consumers’ cooperative 
movement by a Canadian professor of labor economics, 
designed for those already acquainted with the move- 
ment.—Paul Hubert Casselman, Philosophical Library Inc., 
New York, 1952. $3.00. 


Two Thirds of a Nation-—A Housing Program—In addi- 
tion to setting forth Mr. Straus’ recommendations for a 
housing policy whose ultimate goal is “nothing less than a 
comfortable home for every American family,” this book 
contains four chapters contributed by other experts in the 
field on special aspects of the housing problem.—Nathan 
Straus, Alfred A. Knopf, New York, 1962. $4.00. 
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ECORD employment levels, increased payrolls, 
R and generally higher contribution rates in 1951 
reversed the downward movement of unemploy- 
ment insurance funds of the previous two years. With 
the single exception of Rhode Island, every state in 
the union, as well as the District of Columbia, Alaska, 
and Hawaii showed a net gain in funds available for 
benefits between December, 1950, and December, 
1951. 

In fact, reserves in eighteen states today are high 
enough to finance benefits at their 1946-1950 average 
annual cost rate for at least ten years, and in an addi- 
tional twenty-one states for at least five years.1 On 
the other hand, Massachusetts and Rhode Island 
would not be able to meet as much as two years’ 
average postwar costs out of their funds on hand. 

The wide variation that exists among the states in 
the adequacy of their reserves is also evident in other 
aspects of the fifty-one separate unemployment in- 
surance systems. Within the framework of minimum 
federal requirements, they have developed along very 
different lines and have responded individually to the 
combined effect of the several factors that determine 
their financial status. 


OVER THE NATION 


The movement of unemployment insurance reserves 
for the nation as a whole has, since the end of World 


For the sake of simplicity, the District of Columbia, Alaska and 
Hawaii are counted as states in the remainder of this article. 
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RISE IN UNEMPLOYMENT 
INSURANCE FUNDS 


War II, generally followed the ups and downs that 
have occurred in business conditions, although the 
declines tended to become exaggerated. 

At the start of the postwar period, the fifty-one state 
funds totaled almost $7 billion. The reconversion un- 
employment that followed on the heels of VJ-day 
resulted in greater benefit outlays than contributions 
for the ensuing three calendar quarters and necessi- 
tated dipping into reserves for about one-quarter bil- 
lion dollars to finance them. (See chart.) By mid-1946, 
industry had adjusted its facilities to the production 
of peacetime goods and the next two and one-half 
years were generally active and prosperous. Declin- 
ing benefit payments were readily met by current con- 
tributions, and reserves climbed steadily to a high of 
$7.6 billion. 

This was at the end of 1948. At about this time, 
however, soft spots began to appear in the national 
economy, and 1949 marked the beginning of a busi- 
ness downturn. Throughout each quarter of 1949 and 
during the first two quarters of 1950, benefit expendi- 
tures exceeded contributions and reserves again had to 
be called into use. As a result, the latter dropped to 
a postwar low of $6.7 billion in June, 1950. 

A general rise in business activity began to be 
evident even before Korea. The impact of the rearma- 
ment program after the start of the Korean war 
cut benefit outlays sharply. More than the $900 
million that had been taken from the reserve in 1949 
and the first half of 1950 were returned to it in the 
ensuing six quarters. Thus funds available for bene- 
fits at the close of 1951 were at an all-time peak of 
$7.8 billion. This would be enough to meet the average 
1946-1950 annual cost rate for 5.4 years. 


THE INDIVIDUAL STATES 


Behind the aggregates and averages for the nation 
as a whole are fifty-one completely separate and dis- 
tinct unemployment insurance systems. Their finan- 
cial condition on December 31, 1951, ranged from 
being very shaky to enormously overfinanced. This 
is the result of the operation of two sets of variable 
factors—legislative and economic. The legislative fac- 
tors consist of such things as the amount of weekly 
benefits, the time over which benefits are payable, and 
the rates of contribution levied. The economic factors 
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include the industrial pattern of the labor force, rates 
of employment, unemployment, and turnover, season- 
ality, and diversification of industry. 

With abnormally high wartime employment levels 
suspending the usual economic trends, most of the va- 
riation in state reserve accumulations through 1945 
is traceable to legislative factors, particularly rates 
of contribution. But the 1946-1950 pattern of read- 
justment-prosperity-recession-recovery brought eco- 
nomics into full play. The two sets of factors com- 
bined resulted in wide differences in state financial 
trends during these postwar years. (See chart.) 


EXPENDITURES vs. CONTRIBUTIONS 


Nationally, the average annual cost rate (benefit 
payments as a % of taxable wages) for the 1946-1950 
period was slightly higher than the average annual 
contribution rate (1.5% as compared with 1.4%). In 
nineteen states expenditures exceeded income, in four 
the two achieved a balance, and in the remaining 
twenty-eight collections were more than enough to 
pay for benefits. (See left section of chart.) How 
immense was the degree of variation can be seen from 


10On December 31, 1951, the maximum weekly benefit payable under 
state unemployment insurance laws ranged from $20 to $30 a week, 
exclusive of dependents’ allowances; and the maximum duration of 
benefits from twelve to twenty-six weeks. As a result of these two 
factors, maximum potential basic benefits in a benefit year vary from 
$240 in Arizona to $795 in Wisconsin. In the eleven states with de- 
pendents’ allowances, maximum potential benefits vary from $312 
in Arizona to $1,200 in Alaska and Massachusetts. 


How State Experience Varied in 1951 


States at the U.S. Average 
oar a Extremes 


Mean | Median 


Employer contribution] 0.4% |lowa 
rate to 


2.7% \|Alaska, Massa- 
chusetts, New 1.6% | 1.4% 


York, Rhode 
Island 
Cost rate (benefits as %| 0.2% |Colorado, Texas 
of taxable wages) to 0.9% | 0.8% 


2.7% |\Rhode Island 
Payments made for each] $0.20 |New Mexico 
$1 collected to $0.56 | $0.56 
$1.05 |Rhode Island 
Reserves at end of yearas| 3.6% |Massachusetts, 


% of taxable wages to Rhode Island |}8.1% | 8.5% 
12.6% |Kentucky 
Average weekly benefit} $15.00 | Mississippi 
amount! to $21.08] $19.42 


$25.68 | Michigan 
Average number of weeks} 7.0 |Indiana 
benefits were drawn to 10.1} 9.5 
13.3 |Louisiana 
Ratio of exhaustion to] 9.4% |New York 
t 


beneficiaries” | 20.4%] 22.6% 


oO 
43.1% |Louisiana 
1For total unemployment. 


2 Beneficiaries here represent number of first payments for twelve-month period 
ended September 30, 1951. 


Source: Bureau of Employment Security 
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the fact that at one end of the range were four states 
in which expenditure rates exceeded contribution rates 
by at least 50%; and at the other end were seven states 
in which average contribution rates were more than 
double average expenditure rates. 

At the start of the postwar period, reserves as a 
percentage of taxable wages varied among the states 
from 7.5% (Michigan) to 17.8% (Alaska) and aver- 
aged 11.8% for all the states. At the end of the 
period (which we are assuming to be December, 1950), 
the comparable ratio varied from 2.8% (Massachu- 
setts) to 13.7% (Kentucky) and averaged 8.6%. Ac- 
tually, in dollar amounts, aggregate United States re- 
serves were just about the same in December, 1945, 
and December, 1950, but the increase in taxable wages 
between 1945 and 1950 resulting from higher employ- 
ment and earnings levels reduced the percentage 
figure. 

Not only were business conditions good in 1951, 
but several states levied somewhat higher employer 
contribution rates under their experience rating sys- 
tems. As a result, reserve funds in every state except 
Rhode Island showed a net gain. Once again, how- 
ever, because of a greater relative increase in aggre- 
gate taxable wages, the ratio of reserves to taxable 
wages declined to 8.1% for the nation as a whole. Mas- 
sachusetts and Rhode Island tied for the lowest place 
with reserves of 3.6% of taxable wages, and Ken- 
tucky retained the lead with a reserve ratio of 12.6%. 

Fund adequacy cannot be measured by reserve 
ratios alone, since these ratios do not take into ac- 
count varying needs. While it is impossible to deter- 
mine future needs with any precision, a rough indica- 
tion may be derived from past experience; for ex- 
ample, from the average cost rate from 1946 to 1950, 
a period which included both good and bad years.? 


ADEQUACY OF RESERVES 


Such a measure of adequacy of reserves at the end 
of 1951 reveals that at one extreme Iowa, Colorado, 
and New Mexico could meet average annual postwar 
costs for more than twenty years without collecting 
another cent in contributions or earning any addi- 
tional interest. At the other extreme, funds available 
for benefits in Rhode Island were equal to only 1.1 
year of postwar cost, and in Massachusetts to only 
1.6 years. (See right section of chart.) 

The worst postwar unemployment insurance experi- 
ence, generally speaking, occurred in states with a 


1Funds available at the end of the year are calculated as a percent 
of taxable wages during the year, i.e., the first $3,000 paid to workers 
in covered employment. 


2The 1946-50 average cost rates would understate costs over a 
future business cycle in three respects: (1) the veterans’ readjustment 
program carried much of the burden of unemployment in the early 
postwar years; (2) benefit levels have risen in almost all states since 
this period; (8) though one or two years of mild recession are included, 
they cannot be considered comparable to really serious depression 
years. 


How Benefits, Taxes, and Funds Compare 


Costs and contributions as % No. of years reserves at end of 1951 
of taxable wages 1946-1950 could meet 1946-50 cost rate 
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strong concentration of manufacturing employment 
and in which a few sensitive industries predominate— 
Massachusetts, Rhode Island, New Hampshire, and 
New York. In California, however, which is among 
the handful of states with the poorest showing, manu- 
facturing represents less than a third of covered em- 
ployment. Here, an expanding labor force and a high 
rate of turnover seem to have been important factors. 

Reductions in tax rates during the prosperous years 
have contributed to the present untenable position of 
Massachusetts. From 1942 to 1948, the average tax 
rate paid by the Massachusetts employer was well 
below the national average. It is estimated that if 
during each of the years 1942 to 1949 the tax rate in 
Massachusetts had equaled the national average, the 
fund balance would today be $100 million greater— 
enough to finance postwar cost rates for more than 
a year. In 1947 and 1948, Rhode Island withdrew some 
$29 million in employee contributions from its reserve 
funds for a sickness insurance program. This amount 
could also pay for more than a year of benefits at the 
postwar cost rate. 


TOWARD MORE RATIONAL FINANCING 


Dissatisfaction with our present haphazard system 
of unemployment insurance financing has evoked in- 
terest in the past few years in a more enlightened ap- 
proach. The points on which current provisions fall 
short are summarized by one critic as follows:1! 


“Tt does not provide adequate safeguards against the 
threat of insolvency. It does not prevent a needless over- 
accumulation of idle reserve funds. It makes it impossible 
1Unemployment Insurance Financing in a Defense Economy,” 


by Michael T. Wermel, in Proceedings of the Third Annual Meeting, 
Industrial Relations Research Association, December, 1950. 
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to provide rational fund protective devices in view of the 
vagueness as to the purpose of reserves. It results in ill- 
timed fluctuations in the employer’s tax rate, with the 
consequence that employers frequently face an increase in 
tax rates during periods when they can least afford it, 
and lower rates when they can best afford it.” 


The new approach, which it is hoped will eliminate 
or reduce the defects of the present system, may be 
divided into the following four steps: (1) estimating, 
on a state-by-state basis, anticipated benefit costs for 
a specified time period, usually ten years; (2) deter- 
mining, for each state separately, the minimum re- 
serve required for safe and wise financing over the 
same period; (3) computing the average contribution 
rate which will pay for these benefit costs and main- 
tain this reserve; and (4) varying this tax rate to 
increase in the good years of the period and decrease 
in the bad ones. 

So far, thirty-one states have undertaken studies 
of long-range benefit financing in order that there may 
be closer coordination of their unemployment insur- 
ance costs, contributions, and reserves in the future 
(as outlined in the first three steps above). They 
have been assisted by the Federal Bureau of Employ- 
ment Security which established a Financial Studies 
Branch to work with the states on this problem. In 
addition, a group of state employment administrators 
has tackled the problem of adjusting contributions 
to “fat” and “lean” years (step four), and has brought 
forth several suggestions that merit consideration. 
These suggestions, and the results of the thirteen- 
state financing studies that have been completed and 
published, will be discussed in a subsequent article. 

Miriam Civic 
Division of Business Economics 


State Capitalism in Italy 


In any case, the importance of the complex of business 
concerns under actual state control to the economic life of 
the country is substantial. Companies and corporations 
controlled by state capital are responsible for high per- 
centages of the activity of vital economic sectors—such as 
banking, shipbuilding, power, iron, steel and engineering 
industries, etc. 

The importance of so-called state participazioni in Italian 
business life is also indirectly shown by investment require- 
ments. It is estimated that the investments needed to assure 
the normal life of the businesses in which the government 
has holdings ought to amount to some 15% of the gross 
(public and private) domestic investments. The net invest- 
ments made in 1951 by the state should presumably amount 
to 170,000-180,000 million lire, of which those relating to 
businesses in which the Institute for Industrial Reconstruc- 
tion is concerned amount to about 150,000 million. . 

At the end of 1950 the capital investments of the I.R.I. 
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were concentrated on a relatively small number of large 
business groups, amounting in all to 201,600 million lire, of 
which about 180,000 millions (90%) were invested in elec- 
trical, telephone, steel, engineering and shipbuilding, shipping 
and banking companies. In regard to this concentration on 
certain branches of activity, it should be noted that in 
Italy proposals are often advanced in the press and in 
Parliament for the return of the stock held by the I-R.I. 
to private enterprise. As a matter of fact, given the slow 
accumulation of new private venture capital, there is but 
very little chance of some of the large I.R.I. share holdings 
being transferred to private hands, especially those in en- 
gineering enterprises. . . . Through the I.R.I1., the state is 
canalizing private capital into the engineering trades which, 
among other things, play an essential part in providing em- 
ployment for workers. 


Source: Banca Nazionale Del Lavoro Quarterly Review, 
19, October-December, 1951, Rome. 


GROWTH PATTERNS IN PAPER INDUSTRY 


r THIS rather intensive analysis of growth histories 
in the paper industry is in a sense an addendum 
to “Growth Patterns in Industry” (Studies in 

Business Economics, No. 32). It applies the tech- 

niques developed in that monograph to a number of 

the components of the paper and paperboard industry. 

For a full explanation of these techniques and a pre- 

cise definition of the terms used, the reader is referred 

to that study. 

An examination of the accompanying charts and 
tables reveals the fact that very few industries with 
statistical histories as long as these branches of the 
paper industry have can boast a current rate of 
growth as robust. With the exception of newsprint, 
the lowest rate of growth in 1950 (that for printing 
and converting paper) is but very slightly less than 
3%. Among the other series shown in Table 1 only 
aluminum production at slightly more than 414% 


30,000 


1890 1900 10 "20 


and natural gas with a rate somewhat above 5% show 
greater current growth rates. The aluminum situation 
is, of course, obviously unusual. The wide exploita- 
tion of natural gas resources is a relatively recent de- 
velopment. 

Another outstanding characteristic of all the paper 
series except newsprint is found in the degree in which 
the growth rates of forty years ago have been main- 
tained. Some examples may be cited. Apparent 
consumption of paperboard in 1910 was growing at a 
rate of about 8% per annum; today it is growing at 
a 4% rate. Fine paper was growing at a rate of a little 
less than 5%, and the figure is still only a little less 
than 314%. Coarse paper and construction paper and 
board are actually growing faster today than they 
were in 1910. 

Some contrasting series from the lower part of 

(Text continued on page 186) 


Total Paper and Board 


Consumption of paper and board includes all 
the production of these grades in the United 
States, plus all imports and less all exports of 
paper and board. The large volume of newsprint 
imported (about 4,800,000 tons annually) is, of 
course, included. Newsprint is the only major 
grade in which imports play an important role. 
In all other grades, United States production 
practically equals consumption. 


Newsprint 


Newsprint consumption results from newspaper 
circulations and editorial and advertising lineage. 
Until 1929; consumption rose rapidly, but the 
great depression took a severe toll of this indus- 
try. This was followed by the war years when 
newsprint consumption was curtailed by the WPB. 
From 1945 to 1950 and 1951, consumption rose 
rapidly. Since 1940 a shortage has been chronic. 
This has just about been overcome, but 1929 
to 1945 warped the growth pattern. 


Origin at 1899; y=6053.9 (.087326) 95960004" 
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Board 


This chart shows the consumption of paperboard 
and its sharp upward growth pattern. Paper- 
board has been preempting the packing and 
packaging field where it has displaced wood to 
a tremendous extent. In wartime, its growth was 
greatly stimulated by the shipping needs of the 
Armed Services, and in the postwar period many 
new applications were developed to maintain 
the growth. 


PERCENTAGE DEVIATION FROM TREND 
a ses = ~ WV aa 5; A 
aad fl ol 4 
1890 1900 "10 20 30 40 50 
Origin at 1899; y=104,903 (.0035210) :9830508* 


Printing and Converting Paper 


This chart represents the consumption of papers 
that fall in the groundwood and book-paper 
groups. Each group makes printing papers in 
large volume. Some converting papers such as 
envelope and label papers are made in the book 
paper mills and hanging or wall paper is made 
in the groundwood mills. The printing papers are 
used in publishing magazines, books and adver- 
tising brochures and circulars. These papers went 
through about the same cycles as newsprint. 


Origin at 1899; y=56,375 (.0070960) 990099" 


Tissue 


The tissue group includes not only wrapping tis- 
sue, but also toilet and facial tissue and cellulose 
wadding. Napkin and toweling papers are also 
included in the sanitary group of the tissue in- 
dustry. Although wrapping tissue has not grown 
much, the great depression had very little effect 
on the sanitary grades, and sales of these prod- 
ucts were stimulated by the war. Postwar growth 
has continued close to the growth pattern. 


1890 1900 10 20 30 40 50 
Origin at 1899; y=84,746 (.00033698) :9875389° 
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2,000 
THOUSANDS OF TONS 
1,000 Fine Paper 
Fine paper includes a complex group, including 
writing papers, cover papers, Bristols, thin paper 
such as manifold and other lightweight papers, 
and cigarette paper. All these papers are made 
6 i ials in fi ill 
50 of high-grade raw materials in fine paper mills. 
"FROM TREND eke In tonnage, writing paper leads the group. Con- 
Apes sumption is closely related to the printing and 
Q gi 
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Construction Paper and Board 


These papers, as the name implies, are used in 
the building industry. This group is closely re- 
lated to the fluctuations in the building industry, 
especially the construction of dwellings. 


Coarse Paper 
1,000 


500 
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This group includes kraft paper, sulphite papers, 
glassine and greaseproof papers and vegetable 
parchment paper. These products are closely 
allied to the packaging field (bags for wrapping, 
etc.) and have participated in its rapid growth. 
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Table 1 follow: In 1910, aluminum production was rate today is less than 2%. Even among the series 


increasing at a rate of more than 15'4%; that rate, 
despite the exceptional need of the metal in recent 
years, has now dropped to only a little more than 
42%. Portland cement production was rising at an 
annual rate of more than 91%4% forty years ago; the 


that were not growing very rapidly in 1910, the larger 
number have now dropped to a much lower rate of in- 
crease. Corn production, for example, declined from 
ABLZ to 036%. Wheat production is down from 
1.24% to 397%. Railway ton-miles moved down from 
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3.83% to 1.17%. There are 
some exceptions, of course, 
but a close examination of 
Table 1 makes it evident 
that the paper industry by 
and large (outside of news- 
print) has maintained its 
rate of growth in much 
larger degree than the av- 
erage. 

Study of Table 2 is also 
instructive. It is clear that 
board, printing and con- 
verting paper (except news- 
print) and _ construction 
paper and board are today, 
or were in 1950, running 
further above trend than 
the other series, except 
newsprint which seemed to 
be nearly 30% above long- 
term trend. A number of 
series in the lower section of 
the table were much more 
above trend than even 
newsprint. 

Of the eight series in the 
paper industry shown, six 
proved to be fairly repre- 
sented by a Gompertz 
growth curve; two did not. 
In the latter, parabolas fit- 
ted by least squares to the 
logarithms of the data 
proved to have positive 
second derivatives. This 
means, as is explained in 
the Technical Note at the 
end of “Growth Patterns 
in Industry,” that there is 
as yet no indication of a 
maximum point of produc- 
tion. 

Among the Gompertz 
curves, only one has as yet 
reached an inflection point 
(or critical year, as it is 
called in “Growth Patterris 
in Industry,” where the 
meaning of the term is fully 
explained). In fact, these 
points, in all cases except 
newsprint, appear to be 
well in the future. The 
newsprint curve develops 
an inflection point in 1921. 


A. R. B—F. W. J. 
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Table 1: Percentage Rates of Growth 


Commodity Period Covered] 1910 
Paper and board, apparent consumption 
‘Totalte. fee Pa bee ov cae feat 1899-1949 5.57 
PS OB T ets ys te trode HAS oh oss eases 1899-1949 | 8.00 
Newsprint tn emarink: os on aactences 1899-1949 | 6.39 
Printing and converting paper (excl. 
NEWSPLING) hemenmesetios ore seo 1899-1949 | 4.42 
Hines PAPC sr merdehieteeeio v's ver ssiene 1899-1949 | 4.89 
Coarse’papenss. see teva ce ocnn be 1899-1949 | 2.89 
AT isstie paper wee Ge dee ea. w os deoktaers 1899-1949 | 8.74 
Construction paper and board......... 1899-1949 | 4.40 
Aluminum production..................5. 1891-1949 | 15.65 
Bituminous coal production............... 1870-1949 | 2.75 
Chemical minerals production............. 1880-1948 | 6.65 
Construction minerals production.......... 1880-1948 | 1.85 
Copper'consumption 2). .10. 2.0. < eta on 1885-1949 | 5.12 
Corn productiont7;, se entewent. «os skeen 1866-1949 481 
Catton’consumption,....ugsaghs «a nsdenios: 1870-1949 | 2.72 
Ferrous metals production................ 1880-1948 | 2.97 
Huelfproduction sere oes oss oceans ae 1880-1948 | 4.51 
Gross national product (deflated).......... 1890-1949 | 3.41 
Lead consumiptioniy...c050.ce sec ces css. 1870-1948 | 2.34 
Natural gas produced and delivered........ 1895-1948 | 6.75 
Nonferrous em metals) production....... 1880-1948 | 2.82 
Nonferrous (total) production............. 1880-1948 | 1.59 
Phosphate rock sold or used............... 1870-1948 | 4.09 
Pig iron productionicec ees... aaekies 1875-1949 | 3.29 
Portland cement production............... 1890-1949 | 9.52 
Potatosproductions «2.6 .-,fec 0 seis so csisiasstets 1866-1949 | 1.21 
Railway ton-miles...................00055 1870-1949 | 3.83 
Riceiproduction()./.00. dai. dans oa e caeeeers 1895-1949 | 5.49 
Rolled iron and steel products............. 1885-1949 | 4.31 
Steel ingot-production. 4. 05...0...000008- 1870-1949 | 5.37 
Wheatiproduction&s ..j.ccseys ess. saalaselote 1866-1949 | 1.24 


1920 1980 1940 | 1950 
4.95 | 4.40 | 3.91 3.47 
6.75 | 5.69 | 4.79 | 4.04 
4.23 | 2.80 | 1.85 | 1.23 
4.00 | 3.62 | $3.28 | 2.97 
4.41 | 3.97 | 3.58 | 3.23 
3.23 | 3.57 | 3.90 | 4.24 
7.71 | 6.80 | 6.00 | 5.29 
5.35 | 6.29 | 7.94 | 8.19 
11.48 | 8.42 | 6.18 | 4.54 
1.72 | 1.08 673 | 421 
5.72 | 4.79 | 3.86 | 2.93 
1.69 | 1.58 | 1.87 | 1.92 
3.88 | 2.94 | 2.23 | 1.68 

252 | .182] .069| 086 
2.26 | 1.88 | 1.56 | 1.30 
1.93 | 1.26 820 | 470 
3.84 | 3.26 | 2.78 | 2.36 
3.29 | 3.17 | 3.05 | 2.94 
1.70 | 1.24 901 | .656 
6.33 | 5.91 | 5.48 | 5.06 
1: ; : 


2.90 2.06 1.46 1.03 
2.21 1.48 995 -668 
3.46 1.26 456 . 166 
.897 664 .491 . 364 
2.85 2.12 1.57 1.17 
3.83 2.68 1.87 1.31 
3.24 2.44 1.84 1.38 
3.56 2.36 1.57 1.04 


Table 2: Actual Values, Trends and 


Deviations, 1950 


——— ————————————_—__SSSS:50_0—OO—O0“$@$8000($—0—000aq0—S500009 


Commodity Unit 


Paper and board, apparent consumption 


eT OUAL ce Mees seen my srsietiaathee)« an MIAO thousands short tons 
Boardtes see ee Coe aee wien on ainlnudens thousands short tons 
INE WSDIintterne >) Ham.» arene ase thousands short tons 
Printing and converting paper (excl. 
TEWSPIING) certs, irene <ie-io ceraet ee thousands short tons 


thousands short tons 
thousands short tons 
thousands short tons 
thousands short tons 


Hiri puper meneame rn Pacers cise one cine 
GOATSE PAPER A aarondadterae os oe ce oe ae 
iDissuoipApelamatcoeac ale em eie 
Construction paper and board......... 


millions of pounds 
millions of short tons 
thousands short tons 
millions of bushels 
thous. running bales 
1890 = 100 

billions of cubic feet 
thousands long tons 
millions of long tons 
millions of barrels 
millions of bushels 
billions of ton-miles 
millions of bushels 
millions of long tons 
thousands long tons 
millions of bushels 


Aluminum (primary) production.......... 
Bituminous coal production............... 
Copper (primary) consumption..........-. 
Corniproductionat.maakogees ve so aica: 
Cotton consumption..............0e eee 
Gross national product (deflated).......... 
Natural gas produced and delivered........ 
Phosphate rock sold or used............+. 
Pig iron production...... Hf d sie an eco oie nse 
Portland cement production.............. 
Potato production..............sseeeeeee 
Railway ton-miles...............0eee sees 
Rice production.............eeeeeee eens 
Rolled iron and steel products............. 
Stcel ingot production..............0seeee 
Wheat ees Pe raere re sis.s streets 


Deviation from Trend 


Actual ‘lrend a =e ees 
Actual Per Cent 
29,012 | 25,198 $,814 16.1 
11,027 9,882 1,145 11.6 
5,832 4,496 1,386 29.7 
3,314 2,866 448 15.6 
1,159 1,118 41 3.7 
3,224 3,135 89 2.8 
1,356 1,248 108 8.7 
2,643 2,376 267 11.2 
1,437 877 560 63.9 
512.0 542.2 -80.2 -5.6 
1,447 1,119 328 29.3 
3,057 2,697 360 18.3 
10,467 | 10,454 18 0.1 
792.6 750.2 42.4 §.7 
6,282 4,799 1,483 30.9 
10,254 5,041 5,218 103.4 
58.5 41.3 17.2 41.6 
226.0 142.1 83.9 59.0 
430 409 @1 5.1 
575.0 553.8 21.2 3.8 
86.0 69.5 16.5 23.7 
66,806 | 48,155 | 18,651 38.7 
86,461 | 62,063 | 24,398 39.3 
1,019 957 62 65 
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THE NEW LOOK 
IN INDEXES 


HE NEW monthly wholesale price index compiled 

by the Burcau of Labor Statistics is for the second 
time included as one of the Selected Business Indi- 
cators on page 190 of this issue. Several months ago, 
The Business Record started to publish a revised 
Federal Reserve index of department store sales and 
stocks. Completion of revisions of these three serics 
is the first result of a comprehensive program now 
being carricd out by the statistical agencies of the 
government to reexamine base periods of index num- 
bers and to shift the standard base period to a more 
recent series of years. 

Almost all government index series have been com- 
puted on a prewar base—in some cases, the 1935- 
1939 average; in others, 1939 alone; and in still others, 
a period in the 1920’s or carlicr. A shift in base period 
to the postwar years 1947-1949 was recommended by 
the Division of Statistical Standards of the Bureau of 
the Budget last September, and is now being carried 
out by the statistical agencies. Agencies have been 
asked to adopt the new base period by January 1, 
1953. 

Where possible, revisions are being carried back to 
the beginning date of the index. At the same time that 
the bases are shifted, the weights used in computing 
the indexes will also be shifted to the 1947-1949 base 
period, unless data are unavailable. An explanation 
of the extent of the revision of cach index, and, where 
necessary, a continuation of the old index to provide a 
sufficient overlap, will be made available as each re- 
vised series is published. (Revised series will be incor- 
porated in Selected Business Indicators as they be- 
come available.) 


WHOLESALE PRICES 


The new BES monthly wholesale price index—the 
first major revision of this index in twenty years— 
represents a complete overhaul of this important yard- 
slick for business. The result is a new °62 model, 
considerably more comprehensive in coverage. 

The wholesale price. is defined as the price charged 
in sales of large lots at the primary market level (the 
first important level of sales). For commodities like 
cotton and raw wool, it is the price quoted on the 
organized exchanges. For more than half the com- 
modities priced, it is the selling price of the initial 
manufacturer or producer, The prices used are, for 


the most part, the prices prevailing on the Tuesday of 
the week containing the fifteenth of the month. 

Valuc of sales for 1947 was used to apportion 
weights to all the commodity groups, subgroups and 
product classes. Out of total sales of $205.9 billion 
for 1947, the groups accounting for an importance 
of more than 10% of the total index are, respectively, 
processed foods, farm products, machinery and motive 
products, and metals and metal products. These four 
groups, alone, account for 55% of the total. 

The index is sect up essentially as a product classi- 
fication and not one of end use. Although neither 
the Standard Industrial Classification nor any similar 
classification was used for the groupings of industries, 
an approximation to any system can be made by re- 
grouping. The extent of the coverage can best be 
realized by the fact that the former index included 
925 commodities, the new one accounts for 1,845. 
The index now reflects prices of commodities where 
current aggregate sale value is about $200 billion, 
compared to the $80 billion of the old index. The 
old index had ten major groups and fifty subgroups; 
the new has fifteen major groups, cighty-cight sub- 
groups, and 250 product classes.! 


Includes New Products 


The index is now strictly up to date; it includes 
plastics, antibiotics, TV and synthetic fibers. Cover- 
age of end products in the machinery and apparel in- 
dustrics has been extended. The inclusion of prices 
for consumer durables will be helpful to those using 
the new FRB index of consumer durables output. 

The index has been revised back to January, 1947, 
at which point the old and new indexes were linked 
to give a continuous series back to 1926. Tlowever, 
the old unrevised index is the official one through 
1951. Where specifications in escalator clauses require 
conversion from one index to the other, the bureau will 
furnish technical advice on the mechanics of adjust- 
ment, 

The index attempts to measure a “real” price change 
between two periods of time. Price changes occurring 
because of differences in quality or terms of sale are 
not considered. The use of a particular series of years 
as the base does not influence the movement of the 
index, nor does it imply a period of normality. While 
the new base results in lower index numbers, the per- 
centage change from one period to another is- not 
affected. (The percentage change is affected somewhat 
by the change in weights.) 


Weekly Serios 


Announcements of the scope of the revisions have 
also been made for the following series: 


A product class approximates a grouping of commodities produced 
by one or more related industries, 
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Wholesale prices, weekly (Bureau of Labor Statistics) 
—Beginning in March, a new weekly index, compar- 
able to the revised monthly index and on a 1947-1949 
base, has been published. The weekly index is being 
linked to the latest published monthly index and 
represents an estimate of what the monthly index 
would be if it were computed each week. As soon as 
a new monthly index becomes available, the last pub- 
lished weekly index and the index for the current week 
are recalculated and linked to this latest monthly 
index. No attempt will be made by BLS to revise 
prior weekly indexes; the weekly indexes will not be 
maintained as a continuous historical series. The 
weekly index is based on a small sample (fewer than 
200 commodities) of the close to 2,000 items included 
in the monthly index. 


Daily Series 


Daily spot market prices (Bureau of Labor Statistics) 
—The BLS will shortly issue a new, revised daily 
index, also on a postwar base of 1947-1949—=100. Data 
will be available back to the beginning of 1951 and for 
key dates before then. Several of the twenty-nine 
quotations (on twenty-seven commodities) now cov- 
ered, will be dropped, among them raw silk, barley, 
coffee, flaxseed and shellac. 

They are being dropped because they are either no 
longer important in the economy or because they are 
not sensitive price barometers, tending to remain 
stable for long periods of time. New quotations will 
be used for print cloth and cottonseed oil. Prices of 
copper and lead will be taken from scrap grades rather 
than from the primary metals stage, because the 
former are more sensitive indicators. 


CONSUMERS’ PRICES 


Consumers’ price index (Bureau of Labor Statistics) 
—A full-scale revision of the index is in progress. For 
the first time the index will measure the effect of price 
change on the living costs of all urban wage earners 
and clerical workers. Coverage and content will be 
revised in the light of changes in consumption patterns 
since prewar, and new statistical techniques will be 
employed. The coverage of small and medium-sized 
cities will be added;! the new index will contain nearly 
40% more items. The revised index is expected to be 
available beginning with the index for January, 1953. 


SALES AND STOCKS 


Department store sales and stocks, monthly (Federal 
Reserve Board) — The general monthly indexes have 
already been revised for the period 1919 to date. The 
definition of department store sales has been changed, 
and the indexes have been adjusted to reflect new 
Census data. The base period has been shifted from 


1The extent of coverage will depend on the resources available to 
the bureau. 
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1935-1939 to 1947-1949. Seasonal adjustment factors 
have been reviewed and revised. 

Revisions will also be made, as time permits, in the 
monthly series covering sales and stocks by depart- 
ments. The base period for index numbers will be 
changed to 1947-1949. 


Department store sales, weekly (Federal Reserve 
Board) —The index has been revised for the entire 
period covered by the series, 1937 to date. It has been 
adjusted to conform with census data for the years 
1939 and 1948. For the period 1949-1951, the index 
has been adjusted to the annual levels shown by the 
monthly sales index. The base period has been shifted 
to 1947-1949. The revision of the weekly index closely 
parallels that of the monthly one. 


PRODUCTION 


Industrial production (Federal Reserve Board)—A 
comprehensive revision of the monthly index is now 
in progress. The index will be converted to a 1947- 
1949 base. New weights will be used for the period 
from 1939 to date. (The series for 1939-1946 will be 
weighted by the average value added in 1939 and 1947. 
From 1947 on, weights based on value added in 1947 
will: be used.) The 1945 Standard Industrial Classi- 
fication will be adopted. Coverage will be broadened 
to include new products. Annual indexes will be avail- 
able in early 1952; monthly indexes will follow later. 


PAYROLLS AND EMPLOYMENT 


Employment and payrolls (Bureau of Labor Sta- 
tistics) —Indexes of production-worker employment 
and weekly payrolls, previously based on the 1939 
average, have been revised to a 1947-1949 base period. 


CrcrLte PoLuack 
Division of Business Economics 


Business Book Shelf 


The Structure of Labor Markets—Part One reports a 
case study of a New England factory city during the years 
1946-48, attempting to analyze wages and labor mobility 
together and to examine the relations between them. 
Part Two, on the basis of the findings in Part One, re- 
examines traditional labor market theory, sketches a re- 
vised theory of local labor markets, and discusses the 
objectives of public policy concerning wages and mobility.— 
Lloyd G. Reynolds, Harper & Brothers, New York, 1951. 
$4.50. 


Chain Stores in America, 1859-1950—An up-to-date 
history of chain-store development, its struggle for sur- 
vival in the face of opposition, and its eventual acceptance 
and maturity.—By Godfrey M. Lebhar, Chain Store Pub- 
lishing Corporation, New York, 1952. $5.95. 


SELECTED BUSINESS INDICATORS 


Construction Spending Rises More Than Seasonally . . » Housing Starts Are Up 


3.0 200 
220 100 
2.0 0 


1952 


1951 


Thousands of nonfarm dwelling units started 


1951 


Billions of dollars, seasonally adjusted 


1952 


Percentage Change 


Item Latest Month | Latest Month 


Marchp February January over over 
Month Ago Year Ago 
Production and Business Activity— 

Industrial production, total (S)............ 1935-39 = 100 220 |r 222 |r 220 -0.9 0.9 
errs pes (CS) roman tetera ee mee weer 1935-39 = 100 282 |r 283 |r 281 -0.4 +1.8 
Nondurable goods (S)..............00005 1985-39 = 100 188 |r 190 |r 189 -1.1 -5.5 
IMineralsn(S) 2eretcire sor ogo .crore crouesc exeieye nse orays 1935-39 = 100 164 |r 167 | r 167 —1.8 +3.8 

Consumer durables (S)..............00000- 1947-49 = 100 n.a. 103 |r 94 +9.6 -34.4 

Machine: tools! S9s.ccaneuey. Se 1945-47 = 100 293.9 279.6 |r 266.6 +5.1 +85.0 

Construction contracts awarded, residential .|| million dollars 593 396 338 +49.5 +3.2 

Construction contracts awarded, other...... million dollars 729 489 564 +49.1 +5.1 

Retailisales"(S)teaane sc cet lec ccleaner million dollars 12,450 12,908 |r 12,650 -3.5 -1.4 

Retail inventories (S)?.................2.- million dollars n.a. 18,189 18,061 +0.7 4.5 

Department store sales (S)................ 1947-49 = 100 105 105 108 0 0 

Department store inventories (S)*.......... 1947-49 = 100 n.a. 116 118 -1.7 -10.1 

Manufacturing sales (S)................... million dollars n.a. 23,267 |r 22,512 +3.4 +4.5 

Manufacturing inventories (S)?............ million dollars n.a. 42,079 |r 42,206 -0.3 +21.4 

Manufacturing new orders................ million dollars n.a. 21,735 |r 22,846 -2:7 -15.6 

Manufacturing unfilled orders*............. million dollars n.a. 61,382 |r 61,708 -0.5 +21.0 

Carloadings, total’...................008. thousand cars 718 727 717 -1.2 4.7 

Carloadings, miscellaneous®................ thousand cars 375 371 357 +1.3 -5.0 

Prices, Wages, Employment— 

Basic commodity pricest.................. Aug. 1989=10 303.9 $13.9 $23.8 -3.2 -20.2 

Wholesale commodity prices, all........... 1947-49 = 100 112.3 }r 112.5 113.0 0.2 -3.6 
Barer rernh Le Sor, wise, CR, 1947-49 = 100 108.3 107.8 110.0 +0.5 ~79 
liiidstrial ty site Pe geet oe, 1947-49 = 100 118.9}r 114.2 114.3 0.3 -2'9 

Consumers’ price index................... 1935-39 = 100 188.0 187.9 189.1 +0.1 +1.9 

Farm eo PROG TANG es keene 1910-14 = 100 100 100 105 0 -9.9 

Non-agricultural employment.............. thousands 53,702 53,688 53,540 +0.0 0.2 

Unemployment 2 4.5... doo bee cee thousands 1,804 2,086 2,054 -18.5 -16.0 

Factory employment..................... thousands 12,754 |r 12,807 |r 19,771 0.4 -3.3 

Average weekly hours worked, manufacturing number 40.7 40.8}r 40.9 0.2 =<j th 

Average hourly earnings, manufacturing. .. .|| dollars 1.651 |r 1.643 ]r 1.640 40.5 459 

Personal income (S)§..................000 billion dollars n.a 257.1 )r 257.7 0.2 +5.7 

Finance and Government— 

Bank debits, outside New York City®....... million dollars 75,089 68,676 74,953 +9.3 lel 

Business loans’........... Sis. leiden s Fate million dollars 21,305 21,140 21,315 +0.8 +12.1 

Consumer instalment credit outstanding*. . .|| million dollars n.a. 13,207 |r 13,315 -0.8 +1.0 

Privately held money supply*.............. billion dollars n.a. 183.2 185.1 oy hee 45.2 

Federal budget receipts................... million dollars 9,886 5,558 4,953 +78.0 421.9 

Federal budget expenditures............... million dollars 5,704 5,105 5,455 411.7 +40.6 

Defense expenditures..................00- million dollars 3,904 3,555 3,842 49.8 471.5 

Federal budget surplus or deficit, cumulative* million dollars —8,339 —7,521 —-7,969 ; ; 

S Adjusted for seasonal variation 8A week]. $140 centers 

iShismenta ‘A F ; ; a February, 1951 

wend of aoa sirens dy eot mart pie poeage ein See sg BN rele 


Sources: Association of American Railroads; Bureau of Agricultural Ec ics; B istics; : odge 
National Machine Tool Builders Association; Preasusy: De pertinent Te wiChuemscn se BOLae Statistics; Department of: Commeros; F./W.'D Corp.; Federal Reserve 
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BUSINESS FORECASTS 


Frank D. Newbury, consulting economist (“A Business 
Forecast, 1952-1955,” Harvard Business Review, March- 
April, 1952) —“For 1952 and 1953: For these two years, and 
for as long thereafter as the current level of military expendi- 
tures continues, the American economy will be operating in 
excess of its normal capacity. This means that total invest- 
ment expenditures (including government purchases of goods 
which are of an investment nature) will be higher than nor- 
mal relative to the existing level of total production and that 
consumption expenditures will be correspondingly less than 
normal. The “gross national product” (GNP) is expected 
to increase from the 1951 level of $327 billion to $354 billion 
in 1952 and $378 billion in 1953, all expressed in terms of 
current prices. 


“Wholesale prices of ‘all commodities,’ expressed in index 
figures, with 1939=100, are expected to increase from 234 
in 1951 (average of monthly values) to between 240 and 
245 in 1952, and to between 240 and 250 in 1953. . 
There will be some additional money inflation in the two 
years 1952 and 1953 as the result of Federal Government 
deficits, but the effect on prices will be considerably reduced 
by expected increases of 5% in production (in physical 
units) in each year. 

“Consumer spending, which was below normal relative to 
the level of GNP during 1951, is expected to remain below 
normal in 1952 but will increase in dollars. It is expected 
to amount to $228 billion in 1952, compared with $205 billion 
in 1951. As a percentage of GNP it is expected to be 64.4% 
for 1952, compared with 62.7% in 1951. Department-store 
and other consumer sales outlets should have a good year 
in 1952.” 

Roy L. Reierson, vice-president, Bankers Trust Co. (in 
an address to the American Management Association, April 
7”) —“After the next few months . . . the defense program 
is not likely to provide much new or additional stimulation 
to economic activity. Business spending on plant and 
equipment is apparently on a plateau from which a further 
important increase does not appear to be in prospect... . 
It seems a reasonable guess that 1952 will mark the cyclical 
peak of business spending on plant and equipment. This 
is not to suggest that a sharp drop is to be anticipated; on 
the contrary, there are many factors operating to sustain 
such outlays for a considerable time ahead. . . . 

“The prospects [are] for another good housing year... . 
A moderate increase in spending in the course of the year 
appears probable. . . . The outlook for business inventories 
in the months ahead does not indicate widespread forced 


‘liquidations with their depressing effects on production. ... . 


Except for certain imponderables . . . the outlook for the 
next few months appears in a fairly optimistic light. . . . 
However, it is probable that any upturn in business will be 
of relatively modest proportions. As the economy moves 
into late 1952 and beyond, some of the supporting forces are 
likely to weaken. . . . Barring a further large increase in 
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defense spending, the economic environment is likely to be- 
come increasingly competitive. We may have to accustom 
ourselves to an environment of somewhat less than the 
hyperemployment that has characterized most of the postwar 
years. 


Louis H. Bean, office of the Secretary of Agriculture (in an 
address to the Americans for Democratic Action, April 9) — 
“The nation’s business, now totaling about $340 billion, will 
continue to expand 4% to 5% over the next year. Consumers, 
in this total, now spending about $210 billion, may spend 
perhaps $10 billion more a year from now; private investment 
in new construction, producers’ equipment and for inventor- 
ies may be around 10% lower; but government expenditures 
for goods and services will rise substantially to a tapering- 
off point sometime in 1953. These generally accepted trends . 
would mean a gradual increase in personal income payments 
rising from a present annual total of about $260 billion to 
over $270 billion—and assuming no change in personal in- 
come taxes, this would leave a net increase in disposable 
consumers’ income of around $10 billion. They would also 
mean a fairly stable level of living costs to consumers in the 
cities and on the farms.” 


Sumner H. Slichter, professor, Harvard University (in an 
address to the National Dairy Products Corporation, March 
24) —“It is reasonably conservative, I think, to estimate the 
net national product in 1960, in terms of 1951 dollars, at 
around $400 billion to $420 billion. This is a rise of around 
$100 billion to $120 billion in ten years.” 


Consumer Markets 


Earl L. Buytz, professor, Purdue University (in an ad- 
dress to the American Bankers Association’s national instal- 
ment credit conference, March 26) —‘“The rate of consumer 
saving will probably decline in the last half of 1952 and 1953. 
This, coupled with some modest increase in total disposable 
personal income, indicates an increase in the rate of con- 
sumer expenditures. . . When consumers become con- 
vinced that a substantial price decline does not lie ahead 
and that there will be no financial advantage in further wait- 
ing to make their purchases, they will come back into the 
market again with a more normal pattern of spending than 
has prevailed during the past year. The rate of personal sav- 
ings may be nearer to the normal 6% to 8% of total dispes- 
able personal income than was true last year.” 


Prices 


Earl L. Buytz, professor, Purdue University (in an address 
before the American Bankers Association’s national instal- 
ment credit conference, March 26) —“A firmer general price 
structure, with modest inflationary pressures under it, is 
in prospect for the United States during the last half of 
1952, and [is] likely for the year or two following 1952. 
These price increases will be spotty geographically and will 
not be shared by all lines of business activity. The general 
price level may advance as much as 3% to 5% a year in 
the next couple of years, starting sometime the latter part 
of 1952.” 


Cotsen 


Fortune (April) —“Fortune’s spring survey of building 
plans (based on reports from thirty-nine cities) indicates 
1,150,000 starts in 1952, or 5% more than last year. The 
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survey could easily be off 5% either way. . . . Practically 
none of the builders report any real trouble with materials. 
. . . In most cities the builders say that Regulation X, 
even after its relaxation, is curbing demand for the middle- 
bracket houses. . . . Accordingly, many builders are shift- 
ing their operations—mostly into the cheaper houses where 
the downpayment is smaller.” 

Engineering News-Record (March 20)—“Homebuilders 
will have to look to new markets over the next few years. 
Some of the main forces behind the postwar housing boom 
will soon be drying up. But new demands could take up 
much of the slack. . . . Does this mean a bust is coming 
in housing? Not necessarily. The volume of homebuilding 
is likely to be lower over the next few years. And it may 
go quite low in the middle or late Fifties. But some new 
sources of demand for housing are likely to become more 
important—and help to replace waning demand from the 
big postwar sources. . . . The volume of public housing 
construction has been rising ever since 1947. Starts reached 
71,000 last year, may hit as many as 150,000-200,000 a year 
within the next few years.” 


Steel 


Ben Moreell, chairman, Jones and Laughlin Steel Corpo- 
ration (annual report, March 1)—“The expansion program 
of the steel industry will increase the country’s annual ingot 
capacity to 120 million tons by 1953. The question arises 
whether there will be a demand for this steel when it is 
available. At J & L, we expect to be able to sell our total 
output during the first few months of 1952. Thereafter, as 
more facilities are completed by the industry, there may be 
a period of temporary excess capacity. However, with the 
steadily increasing needs of the nation for steel to serve 
civilian purposes as well as to strengthen our national de- 
fenses, I believe that there will not be too much steel 
capacity for the best interests of the country or of our 
industry. Also, if it should develop that there is uneco- 
nomical excess capacity, some of the obsolete and less effi- 
cient equipment will no doubt be retired. As a result of 
pressing demand for steel since 1940, the retirement of ob- 
solete capacity during the past twelve years has been almost 
negligible.” 


E. T. Weir, chairman, National Steel Corporation (an-— 


nual report, March 20)—‘“There is no question but that 
the great and continuing increase in steel production has 
reached the point where it is taking care of the requirements 
of the country—including all steel needed for the defense 
program. . . . There will be ample steel for all purposes.” 


Agriculture 


Bureau of Agricultural Economics (The Farm Cost Situ- 
ation, released April 14)—“Prices farmers pay for goods 
and services used in farm production will average higher in 
1952 than in 1951. . . . For the country as a whole, farmers’ 
total production expenses in 1952 probably will average 
about 5% or 6% higher than in 1951, and the highest on 
record. . . . Supplies of most items are expected to be 
sufficient to permit high farm output, although some kinds 
of fertilizer probably will be short of what farmers would 
purchase if larger quantities were available and it may be 
difficult to find enough farm workers for seasonal jobs in 
some local areas.” 


Bureau of Agricultural Economics (Crop Production, re- 
leased March 19) —“Farmers’ plans for the 1952 crop season 
indicate relatively small changes from 1951 acreages. The 
271.8-million acres indicated as a total of the sixteen crops 
estimated in March is about a million acres less than in 
1951. For individual crops, however, the tendency is to 
shift from crops of high labor requirements to those of a 
less intensive nature.” 

Bureau of Agricultural Economics (Fats and Oils Situ- 
ation, released April 16)—‘“Prospects this spring indicate 
that the supply of edible fats and oils in 1952-1953 may 
be about the same as in the current marketing year. A 
somewhat lower production may be at least offset by larger 
stocks at the beginning of the year. Production of edible 
vegetable oils in the coming marketing year may be at a 
record or near-record level, but output of edible animal fats, 
especially lard, will fall below that of the current marketing 
year. Production of inedible tallow and greases is expected 
to continue high.” 


Bureau of Agricultural Economics (The Feed Situation, 
released April 11) —““The total acreage planted to feed grains 
in 1952, based on farmers’ plans in early March, will be 
slightly smaller than in 1951, and somewhat short of the 
1952 goals. With average yields of recent years, production 
would be about 6% larger than last year. But with the 
smaller carry-over in prospect, the total feed grain supply 
for 1952-1953 would be a little smaller than in 1951-1952. 
These early indications point to a continuation of the fairly 
tight feed supply situation, and probably a small reduction 
in grain-consuming livestock.” 

Bureau of Agricultural Economics (Wheat Situation, re- 
leased March 10) —‘Total disappearance of wheat in 1951- 
1952 is expected to be about 1,115 million bushels, the 
largest since 1948. With the supply estimated at 1,423 mil- 
lion bushels, the carry-over next July would be about 300 
million bushels, compared with 396 million on July 1, 1951, 
and the 1941-1950 average of 334 million bushels. Domestic 
disappearance in 1951-1952 is expected to total about 715 
million bushels, compared with 696 million a year earlier, 
and the average of 778 million for 1945-1949 when feed use 
of wheat was at much higher levels. Exports in the 1951- 
1952 marketing year are expected to total at least 400 
million bushels, compared with 366 million in 1950-1951. 

. . Wheat prices may continue at about present levels.” 

Bureau of Agricultural Economics (Livestock and Meat 
Situation, released March 13) —“Total meat production for 
1952 is expected to be moderately above 1951. It may be 
the largest since 1947 but smaller than in each year from 
1943 through 1947. Most of the increase over 1951 will 
occur in the late winter and spring. At that time last year, 
production was unusually low. Consumption per person for 


all of 1952 is likely to be 2 or 3 pounds more than the 188 
pounds of 1951.” 


Electrical Goods 


Ralph J. Cordiner, president, General Electric Company 
(annual report, March 10)—“Even the most conservative of 
the forecasts indicate that a substantially greater market 
for electrical goods and services should be available to the 
industry during the next ten years than has existed in any 
corresponding period in the past.” 


BUSINESS RECORD 


